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BOMBAY PKOYINOIAL BANKING ENQUIBY 

COMMITTEE 


EEPORT 


CHAPTEE I 
Introbuctoby 

1 In a press communique issued on tlie 12th Jmie 1929 it was 
Appointmeni’ announced that the Government of India had, after 
consultmg the Local Governments, decided to set 
up a Central Committee and ten Provincial Committees to investigate 
the existing conditions of banking in India and to consider what steps, 
if any, were feasible and desirable undei the following mam headmgs — 

“ {a) The legulation of banlnng with a view to protecting the 
interests of the public 

{h) The development of banking in the sense of expansion of both 
indigenous and joint stock banlang, uuth special reference to the needs 
of agriculture, commerce and industry , 

(c) Banking education with a view to the provision of Indian 
personnel in adequate numbers and with the necessaiy qiiabfications 
to meet the increasing needs of the country for a soimd and well- 
managed national system of banking ” 

It was further announced on the 13th July 1929 ihat the personnel of 
the Bombay Provincial Banlang Enquiry Committee would be as 
follows — 

(1) BIr J A Madan,'C IE, ICS, Chairman 

(2) Mr V L Mehta, B A , Co-operative Expert 

(3) Prof V G Kale, M A , Indian Economist 

(!) Mr Jamshed N E Mehta of Karaclu, representative 
of Commerce 

(6) Mr G Sugdury of Messrs EaUi Bros , representative of 
Commerce 

(6) hir Hirachand Vanechand Desai representative of Indigenous 
Bankers 

(7) Mi B S Kamat, representative of Agricultural Interests 

(8) Sir P E Clulcodi,*B A , MLC, representative of Urban 
Interests 

Mr E P Masani, M A , Secretary 

Mr G Sugdury having, however, resigned as he intended to go 
out of India, Mr L D L Buckley of Messrs E D Sassoon & Co 
was nominated in his place 
JIO Y 6 — 1 
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2 With a \aewto dehmiig clear])’’ the scope and functions of the 
^ Central and Pro'vuncial Committees, it was pro- 

ooPE or NQiuKY qucstion of regulation of hanking, 

hanlnng education and development of banlang on sound lines should 
be excluded from the purview of the Provincial Committees, the 
principal matters for enquirv by the latter being (1) agricultural credit 
(including co operative ciedit and ciedit lacilities for small industries), 
(2) mortgage banks, (3) financing of internal tiade and (d) investment 
habit and attraction of capital * 

In order that the enquiry of the Provincial Committees might be 
conducted on uniform linos the Central Committee subsequently drew 
up a standard questioimaire for issue by all the Provmoial Committees 
It was understood, however,'^that the Pronncial Committees would be 
free to add to the standard questionnaire with a vieiv to investigat- 
ing any special provincial features not covered by it 

A copy of the standard questionnaire was accordingly sent to 
this Committee with the letter from the Government of India, Pinanco 
Department, No F-2 (7)-F/29 with the folloinng observations of 
the Central Committee — 

“ The Provincial Committees should make intensive siuvcys of one 
or two selecteJi districts in each prorunce and a general sunmy of the 
conditions in the province as a whole, in regard to agriculture 
and other small industries allied or supplemental to agriculture, r\ith 
special reference to the fabric of finance The Central Committee 
attach the greatest importance to the collection of facts and figures as 
accurate as possible In cases where precise information is not 
available, there is no objection to information on broad and general 
lines being furnished ” 

“ The Koyal Comimssion on Agriculture recommended in 
paragraph 366 of their report that in ever}’ province an enquuy 
should be made into the causes of the failure of the Usurious Loans 
Act and that adequate steps should be taken to ensure its application 
in future The Central Coinimttee desire that in provinces where 
separate enqiurics have not already been sot on foot in puisuance of 
this recommendation, the Local Government should consider the 
question of entrusting the enqmry to the Provincial Banlang Enqiuiy 
Committee ” 

As no enqmry of the kind refeiied to in the foregoing paragraph had 
been instituted in this Province, that work was also entrusted to tlus 
Committee 

The subjects for enqmry thus assigned to the Committee uere 
embodied in three mam heads as under — 

1 Agricultural ciedit and credit facilities foi small industries 

2 Indigenous banlang 

3 Investment habit and attraction of capital 

The scope of the enquiry was subsequently enlarged by the issue of a 
supplementary questionnaire concerning the part played by the 
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drSerent classes of banks and bankers and importing and exporting 
firms in tbe financing of the import and export trade dunng tTie move- 
ment of tbe goods within the country A copy of the prmcipal 
questionnaire together with that of the supplementary questionnaire is 
printed as Appendix I to this report 
3 We assembled in Bombay on the 8th August 1929 At the first 
Peooedueb meetmg we drew up our questionna.ire based on the 
standard questionnaire The additions made by 
us to the questionnaire are shown in italics m Appendix I 
The questionnaire was translated into the principal vernaculars of the 
Province, viz , Marathi Gujarati, Kanarese, Sindhi and Hmdi, and 
copies were sent to all persons who were likely to give evidence or useful 
information to the Committee Collectors of diherent districts and 
other officers were supplied with a large number of copies for local 
distribution and a copy was sent to every one who asked for it The 
questionnaire was also widely published m the press 

In all 4,310 copies of the questionnaire were distributed, 2,100 in 
English, 800 m Marathi 540 in Gujarati, 550 in Kanarese, 200 m Sindhi 
and 120 in Hmdi We received 475 replies Of those who 
rephed to the questionnaire, 223 gave oral evidence before us In 
addition to these, 42 other witnesses gave evidence before the sub- 
committees of the Committee A list of witnesses examined is 
appended to the Eeport {vide Appendix II) 

These ivitnesses may be classified as under — 


— 

Examined 

by 

Committee 

Examined 
by Sub 
Committee 

Total 

1 

Government OfGoials ] 

1 

37 

8 

46 

Commercial bodies ’ 

20 

I 1 

21 

Bankers and Money lenders i 

33 

1 4 

37 

Co operative Organisations i 

68 

6 

74 

Other Individuals ' 

I 

1 

66 

23 

88 

1 


223 

42 

! 

265 


We desire j;o express our thanks to those who sent written statements 
m reply to our questionnaire and those who gave oral evidence 
before us for then courtesy and the trouble taken by them to assist us 
in our inquny 

As we were asked to conduct intensive surveys of one or two selected 
districts in the Province, we arranged to have an intensive survey of 
the economic conditions earned out m (1) Broach and (2) Dharwar 
through two investigators appomted for the purpose In connection 
with the inqumes in Broach, a committee consisting of Dewan Bahadur 
A U Maljij Divisional Honorary Orgamser, Co-operative Societies, as 
MO y C — la 
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Cliairman, Mr B S Patel, Deputy Director of Agiiculturc, Mr S 
G Almoula, Assistant Registiar, Co-opexative Societies, and Principal 
D R Gadgil, was appointed to assist tlie Investigator in Ins vork 
Similarly, in Dliarwai, aconiimttee consisting of Mr C B Hull, BA , 
Assistant Registrar, Co-operative Societies, Mr S S Saliniatli, Deputy 
Director of Agiiculture, and Professor S G Ben, Professor of Economics, 
Karnatak College, was appointed We also arranged to liave anmten- 
sive survey carried out in Smd by a staff v orking for tlie purpose under 
the direction of Khan Bahadur Azinikhan Inayatahlchan, Deputy _ 
Registrar, Co-operative Societies The reports and returns embodying 
the details of these mtensive surveys, together with an introductory 
note, are separately fornarded with this report These reports contain 
valuable information on the general economic condition of the (Efferent 
distiicts which, if edited and published, would be of much use both to 
Government and the public Investigations were also made into Gif' 
gold thread and other industries of Surat and into the (question of 
indebtedness 111 certain milages in Gujeratand Ediandesh by theProvmcial 
Co-operative Institute, Bomlia)', under the gmdance of Professor H Ij 
K a]! To all these geutlemehi the sincere thanks of the Committee are 
due for the trouble they Icindly took to make these inqmiies 

After examining at Bombay as many w'ltnesses as could conveniensly 
appear befoie us wc proceeded to Poona to hear further evidence and 
held sittings successively at Sholapur, Dhulia, Slurpur, Nandurbai 
Surat, Broach, Ahmedabad, Karachi, Hyderabad, Sukkur, Slukarpur, 
Larkana, Dharwar and Belgaum Sub-Committees of our Committee 
also visited Bqapur, Karad, Islampur, Ratnagin, Kalyan and 
Bhiwandi We took the opportunity, during our tour, of msitmg 
seveial milages, indigenous bankers and banking m^titulions and 
industrial concerns ancl inforiiioUy discussed ivith the representatives of 
various interests concerned questions having a bearing on the finance of 
agiiculture, trade and industries Wliile our Sub-Committee was in 
Bijapur, a small committee was set up imder the Chairmauslup of the 
late hlr V H Naik, Collector, to collect mfonnation by means of local " 
detailed inqiuries The comimttce sent us a useful report for which 
our thanks are due to them 

After collecting the material placed before the Committee by the 
witnesses and other persons mfoiraally examined by us, we re-assembled 
in Bombay on the 3rd March 1930 for pielimmary discussions which 
lasted till 8th March and then proceeded to Matheran on the 26th 
March to ivrite the report Our draft report was completed on the 13th 
April, and was finally considered and adopted m Bombay on the 7th 
May A copy of oui itinerary is printed as Appendix HI to this 
Report 

i We have tried to carry out the enquiry accordmg to scheduled 
,, ^ time, but we should like to point out that for a 

thorough and comprehensive investigation into 
the various questions concerning the economic condition and financial 
and bankmg problems of so large a province, w^hich diffeis from district 



to district m physical characteristics and the population of which 
shows such marked diversity of habits, traditions and customs, the 
period of eight months allotted to us could hardly be considered 
sufficient Our main difficulty has been the paucity of material 
concernmg rural economic conditions in the Province Very few 
economic inquiries have been held in this Province in the past and our 
experience of the intensive inquiries made by us shows that to carry 
out such investiga lions is a matter both of time and money We had 
to rely chiefly on the information collected by ourselves through our 
stafE, but we have also drawn upon other sources, official and 
non-official We have much pleasure in acknowledging the willing and 
valuable assistance which both officials and non-officials gave us in our 
inquiry Many of them undertook to collect information at short notice 
We desire to take this opportunity of thankmg all the persons who 
helped us in this way They are too numerous to be mentioned by 
name, but it is certain that without their help we couldnothave gathered 
all the information that we have been able to collect In our own 
inquiries we were faced with the difficulty of eliciting full information 
from shoffs, the Imperial Bank of India and ]oint stock banks owing to 
their unvullmgness and from the agriculturists owing to their ignorance 
In our attempts to obtain statistics from the banks concermng banking 
resources we had to contend with their reluctance to dmilge what they 
considered to be confidential matters TSTot unnaturally, the indigenous 
bankers were the least communicative concerning their resources and 
the extent of their advances 

We have referred above to the need for the collection of accurate and 
reliable material regarding economic conditions in this Province 
Some intensive inquiries have been made by officials and non-officials, 
but they are too few to allow any general conclusions to be based on 
them A considerable amount of information is available in Government 
records, but this has not been collated The necessity of malang an 
orgamsed attempt for the collection, collation and interpretation of 
economic data is so obvious that it is unnecessary for us to elaborate the 
point further While on this subject, we would, however, repeat the 
recommendation already made by the Koyal Commission on Agriculture 
for setting up, as early as possible, a Board of Economic Inquiry for such 
work If such a Board, properly constituted and equipped, works 
regularly and systematically for a few years, we are confident it would 
be able to collect a considerable amount of information, which would be 
useful not only to the socnil reformer but also to Government 
We suggest that the imtiative m the organisation of such a Board should 
be taken by Government in consultation with the Umversity of Bombay 
and other important public bodies interested in the work A substan- 
tial part of the cost of such inquiries will have to be borne by Govern- 
ment, at least in the imtial stages, but considering how useful the work 
IS likely to be, not only for promoting the economic development of the 
Province, but also m determining questions of Government policy, such 
expendituie, in our opinion, should not be grudged 
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Before we proceed mtli tlie consideration of tlie questions referred 
to us, we should, at tlie outset, like to express our opinion that no 
improvement in the existmg credit system and banking facilities is hkely 
to be effective unless it is accompanied by measures for raising the 
standard of living and economic condition of the mass of the population 
and for building up its productive strength It is beyond our terms of 
reference to make specific suggestions in the matter, but we consider it 
essential to pomt out that progress of banlang uull depend on the spread 
of education and the promotion of agricultural improvement and 
the encouragement of industrial effort Economic progress and 
development of banking being inter-dependent, banlang cannot make 
any advance in a commmiity sunk in poverty, ignorance and 
helplessness Credit will merely supply grease to the economic 
machine and it is essential that all possible measures should be taken to 
ensure the efficient worlnng of the entire mechanism 
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CHAPTER II 


I General Features of the Province 

D A general acquaintance vnth its physical features and economic 
conditions is necessary for a clear nnderstandmg of the present 
position and possibilities of banlang in this Province The Provmce of 
Bombay stretches from latitude 13° 53' to 28° 29' 
Natueai, Divisions longitude 66° 40' to 76° 32' It 

has an area of 123,541 square miles, a little more than one-tenth 
of the total area of British India It is not a compact territory 
The Pro'vnnce falls into five regions, each possessing more or less 
general uniformity in its natural conditions and homogeneity of 
population These five well-marked regions are — (i) Sind, {^ 1 ) Giqerat, 
{til) Maharashtra, {iv) the Karnatak and (v) the Konkan 

Of these, Sind is the most northerly region, with distinctive physical 
features and climate Donimated largely by the river Indus, of which 
it forms the lower plain, with a scanty population and very and condi- 
tions, it resembles Egypt in some respects The Sindhis have their own 
peculiar characteristics with regard to social and economic life The 
influence of distinct geographical features is evident in almost all 
matters of economic importance, and Smd has to be treated as a sub- 
provmce rather than one of the many smaller divisions of a larger unit 
Gujerat consists of the coastal plain between the tableland to the 
south of the ]\Ialwa plam and the shores of the Arabian Sea It is 
generously served by convement trade routes which brmg it into easy 
contact with regions lymg to the north and the east Gujerat also 
enjoys some other peculiar advantages The soil is remarkably fertile, 
particularly m lower Gujerat, where the fertility and extreme suitability 
of the trap soil for cotton has largely determined the Imes of agricul- 
tural and economic development The ramfall is assured and makes 
the region generally immune from famme Gujerat is thickly 
populated and the people have a peculiar aptitude for commerce The 
Maharashtia is a narrow tract on the top of the plateau, stretchmg 
, from the Satpuras mthe north to the Krishna in the south, which divides 
it from the Karnatak The Sahyadri mountains, commonly known as 
the Western Ghats, form its western boundary and to the east lies the 
Nizam’s territory and Berar It is a hiUy region, the source of the great 
southern rivers, the Godavari, the Bluma and the Krishna Rainfall in 
the eastern part of Maharashtra is uncertain, and the tract is often liable 
to famine The crops are m consequence poor, except in lands lying 
along the valleys of its rivers Khandesh can well be regarded, in many 
respects, as a sub-region of Maharashtra or as a sort of a transi- 
tion zone between the Maharashtra and Gujerat The Karnatak is 
the southernmost portion of the Bombay Presidency, with a fine fertile 
soil suitable for the growth of high grade cotton Influences of Dravi- 
dian culture predominate m this region, which is in a sense a transition 
zone between the Deccan plateau and the plains of the South 
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The opening in the hills leading to Goa establishes contact with the 
coast The Konkan represents an entirely peculiar region, in this 
that unlike Gujerat where the coastal tract has established contact with 
the intenor, it is shut out from the mainland by the high and 
precipitous wall of the Sahyadri mountains It is essentially a narrow 
coastal plain about forty to fifty miles wide, sandwiched between the 
Western Ghats and the Axabian Sea Communications m this region 
are extremely difficult, and in the rainy season, until the recent develop- 
ment of motor traffic, it used to be practically isolated The rivers, 
useful neither for nangation nor for irrigation, serve, however, an 
important function as the potential sources of hydro-electric powder 
Ramfall is very heavy, and rice cultivation and fishmg are the chief 
occupations of the region The population is dense but its pressure 
on the soil is relieved by a large number of yoimg people gomg over 
to Bombay to be employed there as factory opeiativcs The Konkan 
has thus become an important recruiting ground for labour lequired for 
the trade and industry of Bombay Bombay, the capital of the Pro\Tnce 
and the principal sea-port of Western India, is the great commercial 
emporium of the East, as, in addition to its magnificent naliiial harbour 
improved by its extensive dockyards, it is comiected by rail with the 
principal centres of inland trade and industr}' It is the principal seat 
of the cotton textile industry and the greatest industrial and bankmg 
centre of the Province Unlike other cities in the Pro\Tnce, Bombay is 
essentially a cosmopolitan centre and claims as citizens people hailing 
from all parts of India During recent years the city has had an 
extensive suburban development and claims an efficient system of 
electrically -run suburban railways 
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Accordmg to the census of 1 921, the total population of the Pro\ance 
w'as 193 lakhs This population is distributed 
Population unevenly throughout the different regions, being 
highest in Gujerat and the Konkan and lowest in Smd The urban 
population was M lakhs or 22 7 jier cent of the i otal population Though 
cities hanng a population of a lakh and more arc very few there being 
only SIX of them, wz , Bombay, Ahmedabad, Poona, Karachi, Sholapur 
and Surat, there are 158 towns with a population of 5,000 to 1,00,000, 
while the villages number 26,528 Bombay, the great western metro- 
polis and industrial and commeiical centre, has a population of 11,75 914 
being a little over one-fourth of the total urban population in the 
Province 

7 The great bulk of the population, 77 3 per cent is rural, and 
occupational statistics of the census reveal that 
coupATioNS crore and 22 lakhs or 63 6 per cent of the 
total population was directly maintained by agriculture alone, wffiich 
thus stands out clearly as the most important of the occupations of the_ 
people in this Province as in the rest of India Next to agricultme, 
mdustry claims the largest number, 12 2 per cent , ivith trade following 
with 7 5 per cent , wffiile transport has only 2 2 per cent Of those 
engaged in trade, 26,303 were returned as bank managers, money-lenders 
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exchange and insurance agents, money-cliangers, brokers and tbeir 
employees , those engaged in marketing operations as brokers, com- 
mission agents, commerical travellers, warehouse owners, and their 
employees numbered 24,384 

8 As regards hteracy, only 140 out of 1,000 were returned as bterate 
males, and 25 out of 1,000 were returned as literate 
LiTEnACY females These figures are, however, an average for 
the whole Province, there being considerable variations from the average 
m the different regions The figures for hteracy for eveiy 1 000 persons 
were 136 for Gujerat, 75 for the Kamatak, 63 for Maharashtra, 
62 for the Konkan and 55 for Smd Bombay city shows much higher 
hteracy, 241 per mille Literacy also varies among the difierent 
commumties The Zoroastrians lead with 732 per mdle, the proportion 
bemg both the cause and efiect of them general progress , the Christians 
follow with 360, the European element among these helpmg considerably 
to raise the proportion the Jams come next with 311, a proportion 
which IS a testimony to their general affluence The Hindus have only 
81 per mdle and the Mahomedans 54 Just as there are considerable 
variations between regions and between commumties, there are varia- 
tions also between urban and rural areas, there bemg naturally a much 
higher proportion of literates in towns than m villages This difierence 
IS reflected m the much greater development m busmess habits in towns 
than m villages 


9 Ag) icuUtii e — The economic condition of the Provmce can best be 

surveyed by an exammation of its agriculture, m- 
(i) ENKEAE dustries, trade and transport The success of the 
agricultural mdustry depends upon several factors, the chief of which 
are the nature of the soil, the amount and distribution of rainfall, the 
kind of the crop grown, the si/e of the holdmg, the efficiency of the 
cultivator and the adequacy or otherwise of I he resources at his disposal 
Of these some evidently are natural factors and some human It must 
be'notedjhowevei, that m very many cases, unfavourable natural factors 
can be offset by organised and detemimed endeavour A careful system 
of rotation of crops and a judicious use of manure would greatly minimi se 
the effects of bad soil , dry farmmg and irrigation would be very 
serviceable in tracts affected by scanty or badly distributed ramfall It 
IS largely the human factor, directed and gmded by the forces of 
association and by the State, that is very largely the detemnnmg 
elemenr m the success or otherwise of the agricultural mdustry No 
doubt where nature assists man and State assistance and giudance are 
forthcommg m a material degree, the progress is rapid and stnkmg , 
where the co-operation of nature, the State and the mdmdual cultivator 
IS not promment, the progress will be haltmg and slow 


10 The greater part of the Presidency proper consists of 
Son Eeccan trap, from which is derived a highly 

' ‘ fertile soil, the well-known black cotton soil, 

with a remarkable capacity for retainmg moisture and extremely 
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suitable for the growth of cotton Smd however, has almost wholly 
alluvial soil, of very great fertihty, capable of yieldmg rich crops where 
a good supply of water is available "VMiat Smd wants most is thus 
irrigation, and with the mighty Indus runnmg right across it from 
north to south, the problem, comparatively spealong is easy enough. 
Numerous mundation canals on both banlcs of the Indus irngate fairly 
large tracts and vuth the completion of the Sulckur Barrage, and 
its system of perennial canals, large areas will be brought under 
irrigation and the increased agncultiiral prosperity of Smd assured 
Part of Giijerat has alluvial soil often of great depth, while the black 
cotton soil IS foimd extensively m the Broach and Surat distncts 
Ediandesh sods along the Tapty valley also belong to the black cotton 
sod type, but farther awa)’’ from the valley approach the Deccan tj’pe 
Maharashtra and the Karnatak have the same characteristically black 
sod, only the colour becomes hghter and the fertility less as the hills are 
approached The bottom sods arc clay loams' of great natural fertihty 
and form the greater jiart of the Dharwar and Belgaum districts 
The coastal tracts of the Konkan have naturally a light alluvial 
sod, but the coimtry is rugged and the soil is iich only m the valleys 
and m low lying places From the pomt of view of natural 
fertility, therefore, the soils of Gujerat, Khandesh and the Karnatak are 
superior to those of the rest of the Province, so that even with hghter 
rainfall, these tracts grow richer crops and sometimes two crops 
m a year, which the Konkan, in spite of a much heavier ramfall cannot 
do, because of the hghtness of the alluvium The sod conditions have 
led to the concentration of cotton cultivation in Gujerat, Khandesh and 
the Karnatak , while the light red sods of Maharashtia near the hills 
can yield only millets 
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Water and manure are tlic two great needs of the Indian agri- 


RAI>rALL 


cultiirist, and the importance of sufficient and 
ivell distributed ramfall cannot indeed be 


exaggerated Insufficient and imseasonable ramfall spells distress 
Agriculture m the Presidency proper as m the rest of India, 
is largely, under the present conditions, a gamble in ram The 
vagaries of the monsoon catch the agriculturist defenceless, and 
all the wusdom and efficiency of man avails him not against ' the 
natural calamity Tlie natural clement does, thus, in a sense jire- 
dommate m agriculture, ivhilc in manufacturing industries it is largely 
the human element — efficiency, organisation, and steady demand — ^tliat 
counts most The spectre of famine always looms large on the horizon of 
the agriculturist, mtrodiices m the agricultural industry a considerable 
element of risk, and creates peciiliai difficulties in the organisation of 
agricultural credit in some regions Irrigation^ and dry farming are 
the only tAvo principal safeguards, the former implymg lieaAy expenditure 
by the State and the latter implying a higher level of intelligence among 
the cultivatmg classes 

The Presidency proper receives the bulk of its rainfall between June 
and October from the south- wnst monsoon, but some ram is also received 
in certain parts later in Novcmbei and December The south-west 
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monsoon weakens in October and tbe months of November and December 
represent tbe retreat of tbe sontb-west current and tbe ultimate estab- 
lishment of tbe north-east monsoon It is tbe Arabian Sea branch of tbe 
south-west monsoon and, to some extent, tbe north-east monsoon which 
count m tbe meteorology of tbe Presidency proper While passmg 
over tbe Konkan plams m a north-easterly direction, tbe south-west 
monsoon is obstructed by tbe steep wall of tbe W'estern Ghats, and tbe 
Nonkan in consequence receives heavy rainfall Tbe wmds ascend 
up tbe ghats, cross over to tbe tableland and descendmg pass on further 
north-eastwards Tbe Maharashtra thus remams in the rain shadow and 
gets scanty and irregular rainfall Further up, the currents in Gujerat 
do not meet with the obstruction of any such mountain cham, and pass 
on through the Baroda-Ahmedabad gap to the Malwa plateau to mingle 
with the Bay of Bengal branch coming up the valley of the Ganges 
Gujerat, theiefore, does not receive heavy ramfaU, but at the same 
time there is not the danger of serious drought Smd remains outside 
the path of the ram-bearmg curients and remains practically rainless 
The normal ramfall m the Konkan is 108 6 mches, m Gujerat 32 4 
inches, in the Deccan 30 8 mches and in Smd 6 7 mches 
Leavmg out of account Smd, where it is not ramfall but the Indus 
with its canals that determmes a good or a bad year, we jBnd that out 
of a total area of 77,011 square miles m the Presidency proper, 24,498 
square miles, or 32 per cent , bemg chiefly districts m Gujerat and the 
Konkan, are practically immune from the dangers of a severe famine 
The rest, viz , 68 per cent , is always faced vuth this danger The districts 
particularly exposed to the risk of recurrent famme are Ahmednagar, 
Sholapur, Bijapur and the eastern portions of the districts of Poona 
and Satara 


12 Irrigation is of very great importance to agriculture particularly 
- m tracts with scanty or uncertain ramfall, which 
(iv) RKioATioN liable to famme, as also m regions like Smd, 
where ramfall practically does not enter into the agriculturist’s calcula- 
tions It IS important also m other tracts where it enables higher yields 
to be obtained per acre The three mam types of irrigation works are 
lift, storage and river works, represented by wells, tanks and canals 
respectively The total gross irrigated area m the Provmce m the yeai 
1928-29 was 44 lakhs of acres, out of which the double cropped area was 
3 lakhs The net irrigated area was thus 41 laldi acres The following 
figures show the distribution of this aiea accordmg to the diflerent 
classes of irrigation — 

Area 

Source (m thousands of acres) 


(1) Government canals 32,35 

(2) Private canals 86 

(3) Wells 5,87 

(4) Tanlcs 1,21 

(5) Other sources 94 


Total 


41,23 
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Of these 41 lakh acres, 31 lakhs vs ere in Smd alone, being almost 
wholly irrigated by Government canals Of the remainmg 10 lakhs 
Maharashtra had 6 5 laldis, of which 3 9 laldis were irrigated by wells, 
and 1 9 laldis by Government canals Tanli irrigation is important in 
the Karnatak where it irrigates 94 thousand acres The area irrigated 
by wells is 70 thousand, 65 thousand and 16 thousand acres in Gujeiat, 
the Kainatak and the Konkan, respectively The follovvung table gn^es 
detailed figures relating to the not aiea and the crops raised in the 
irrigated tracts of the Provunce . — 


Area irrigated (in thousands of acres) 


Crops 

1 

Presidency i 
proper 

Sind 

Total 

Rico 

1,08 

11,78 

13 7C 

Wheat 

l,f.S 

2,80 

4,48 

Joivar 

2,12 

5,40 

7,52 

Bajn 

45 

4,13 

4,58 

Sugar-cane 

(>1 

3 

04 

Cotton 

31 

3,80 

4,23 

Misccllancoii'! 

4,22 

4 80 

0,11 

Total 

11,40 

32,92 j 

1 

44,32 

Ijcss, cropped more than once 

1,10 

1,C0 1 

1 

3,00 

Net cropped area 

10,00 

31,23 ; 

1 

41,23 


The problems of agricultural finance in the irrigated areas of the 
Presidency are obviously different from those in other tracts The 
crops grown in the former are richer, the yield is heavier and more 
finance is necessary Care has, therefore, to be exercised in making- 
advances to the cultivators inasmuch as fluctuating prices and the 
water-logging of the soil might seriously affect the repaying capacity of 
the borrower 

13 The foUowmg table sets forth figures relatmg to the classification 



of the land surface m 

the Province from the nc 

(v) C^LT^VATIO^ 

of view of cultivation 

— 

X 


Description 

Areas 

Pereentage 



(OOO’s) 


Net cropped area 


3,21,13 

40 

Current fallows 


1,08,17 

14 

Cultivable waste 


68,19 

9 

Forests 


92,40 

12 

TJncultivable 


1,99,10 

25 



7,88,99 

100 


It will be seen that more than 68 lakhs of acres are available for extension 
of cultivation Of these, 59 lakhs or more than 87 per cent are to be 
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found in Smd It is a large part of this area which is sought to be 
brought under cultivation by the Sukkur Barrage scheme The forest 
areas are mostly to he found m the coastal districts of Kanara and 
Thana as also m the hilly parts of West Khand,esh, Nasik, Satara and 
Poona These account for more than 61 per cent of the total forest 
area in the Presidency, the two districts of Kanara and West Khandesh 
alone having about 38 per cent 

14: The orgamsation of the agricultural industry and its success are 
afiected considerably by the size of the agricultural 
(vi) HoI.DI^Gs holdmgs Large and compact holdmgs make 
profitable agnculture possible, whereas small and fragmented holdings 
render it imeconomic The problem of the size of agricultural holdmgs 
and their fragmentation has attracted public attention durmg the past 
few years The foUowmg figures regardmg the average holdmg m the 
five regions of the Provmce will be mterestmg — 


Region 

Aveiage 

holding 

Ai'erage 
absessment 
pel aero 


Acres 

Ks 

a 

P 

Gujeiat 

7 7 

2 

14 

1 

Deccan 

W 5 

1 

0 

6 

Kamatak 

15 3 

0 

15 

9 

Konkan 

7 95 

1 

13 

11 

Smd 

38 7 

1 

8 

8 

The whole Provmce 

14 9 

T 

4 

To 


It will be seen that Smd has the largest average holdmg This fact 
can be explained by a combination of circumstances — historical, natural 
and economic It is also obvious from the figures that m the Presidency 
proper the tracts with fertile soil or ivith sufficient and assured rainfall 
have a small average holdmg and heavier assessment per acre while the 
driei tracts hable to famme have a larger size of holdmg but a lower 
assessment per acre The foUowmg table gives detailed figures and 
percentages which bring out the exact state of aftairs m this connection 
moie clearly — 


Details of holdings 

/ 

1 

1 

Xo of 
holders 

Area held, 
Tcrc*? 1 

1 

1 Percentage 
of groups 
of holding 
to total 
holdings 

Percentage 
of area 
held by 
different 
groups to 
total area 

Tor Presidency proper 



1 

i ! 


Upto 5 acres 

10,13,405 

23,62,484 

47 4 

8 84 

Oier 5 and up to 16 icres 

0,24,270 

55,95,138 

29 2 

20 96 

Over 15 and up to 25 acres 

2,48,790 

48 47,182 

11 6 

18 15 

0\cr 25 and up to 100 acres 

2,30,563 j 

95 40,119 

10 8 

35 73 

Over 100 and up to 500 acres 

20,876 

34,27,980 

0 98 

12 82 

Over 500 acres i 

918 

9,43,547 

0 04 

3 5 

Total j 

21,38,882 ' 

2,67,16,460 

100 0 

! 1 

100 0 
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Percentage 
of groups 
of holding 
to total 
holdings 

1 

Percentage 
of area 
held by 
different 
groups to 
total area 

dl 5 

2 7 

30 07 

7 2 

12 9 

C 6 

19 2 

23 9 

5 3 

27 2 

1 03 

^ 32 4 

' 100 0 

100 0 


In the Presidency proper 77 per cent of the holdings are 15 acres and 
below m size and cover only 30 per cent of the total occupied area, with 
an average of less than 6 acres per holding In Smd, however, 62 
per cent of holdings are of this size and cover an area of 10 per cent 
with an average of over 6 acres per holding On the other hand, big 
holdings of over 100 acres form 1 per cent of the total in the 
Presidency proper with 16 per cent of the total area, while 5 per 
cent of the holdmgs m Smd belong to this group with 60 p)er cent of 
the total occupied area The details regardmg districts are set forth 
in Appendix IV Prom the pomt of view 'of agncultiiral finance, 
the existence of small holdmgs is a very serious matter indeed Taken by 
themselves the holdmgs are often uneconomic, and cannot yield to the 
cultivator and his family enough subsistence, to say nothmg of comfort 
This fact has an important bearing on the problem of agricultural credit 
which we discuss m Chapter V The difficulty is practically overcome m 
some areas by the fact that the small uneconomic holding is combmed 
for purposes of cultivation with other lands taken on lease The Superm- 
tendent of Census Operations Bombay, m his report of 1921, pomts out 
that many cultivators have about 50 per cent of owned land and 50 per 
cent of rented land This is also borne out by the facts obtained by 
our mvestigators m the course of then? mtensive mqumes We find 
from their report that the umt of cultivation is almost always larger 
than the owned umt when that happens to be very small The gravity 
of the situation is thus alleviated to a certain extent 

15 The nature of the crop grown on the soil is also an 

Chops important consideration in the finance of agri- 
vii OPS culture The higher value of the commercial crops, 

the larger amounts needed for their financmg and the complexities of 
then marketmg, differentiate districts where these crops are grown 
from those which chiefly raise food crops It is necessary, therefore, 
to understand the position occupied by the important crops in the 
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Province m its agncultuial economy The followmg table presents the 
figures in that connection — 

Percentage of the area occupied by vanous cwps to the total 



gioss cropped aiea 




Cl ops 

1924 26 

1925 26 

1 

1926 27 

1 



Rice 

9 

10 

j 

9 

0 i 

9 

Wheat 

6 ' 

6 

6 

i 0 

i 6 

Jowar ' 

28 I 

26 ; 

i 24 

i 23 1 

i 23 

Bajn 

12 

14 ! 

1 17 

, 17 

15 

Others 

13 j 

13 

! 16 

i 1 
1 

16 

Total ceieals and pulses 

GS 

08 

1 

72 

1 

' 70 

1 

' 68 

Sugar-cane 

1 0 2 

0 2 

1 

0 2 

0 2 

1 

i 0 2 

Other food crops ' 

j 

IS 

0 8 j 

1 

j 0 8 

0 8 

1 

1 0 8 

Total food ciops 

! 

i 70 


73 

1 

( 

, 71 

1 

1 

' C9 

Cotton 

1 16 

17 1 

1 14 

15 

16 

Oilseeds 

I 4 

4 

4 

' 5 

1 5 

Others 

! 10 

10 

1 0 

9 

1 . . 

1 10 

1 

Total non-food crops 

i 

1 

30 

31 

' 27 

1 

, 39 

1 

1 

31 

1 

Grand Total 

100 

100 



mm 


The food crops are together more important than the non-food crops 
m the ProNunce as a whole, though as we shall presently show, 
the iiercentages m certam districts reveal a different story Of the food- 
crops too, the millets, gowar particularly, are more important than rice 
and wheat Of the non-food crops, the most important crop is cotton 
The area tmder goivar is 78 lakh acres, of which 43 are m the 
llaharashtra and 23 m the Kamatak, the chief goxoai districts 
bemg Sholapur, Bijapur,, Ahmednagar and Poona Bagn occupies 
50 lakh acres, 33 lakhs bemg in Maharashtra and 10 m Smd The chief 
bagn districts are Ahmednagai, Nasik, Thai Parkar and Poona Bice 
covers 31 laldi acres, 11 lakhs m the Konkan and 12 lakhs m Smd, the 
chief rice growmg districts bemg Larkana, Hyderabad, Karachi, Thana, 
Kolaba and Batnagiri Cotton occupies 52 laldi acres, of which 
18 are in Maharashtra (largely m Khandesh), 18 m the Karnatak, and 
10 m Gu]erat, the chief distncts bemg, m order of importance. East 
Khandesh, Dharwar, Bi]apur, West Khandesh, Ahmedabad, Broach, 
Belgaum and Ahmednagar Odseeds cover an area of 19 lakh acres, 
Maharashtia claiming more than 56 per cent of the total Groundnut 
IS the most important of the seed crops, and occupies 10 lakh acres of 
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wlnoli 7 6 laklib and 3 6 lakhs arc in Maharashtra and the Karnatak, 
respectively The chief districts for groundnuts arc East Khandesh, 
Satara, Sholapur, Bclgaum, Dharwar and the Panch Mahals The 
sugarcane crop occupies 65 thousand acres, Ahniednagar, Poona, 
Belgaum and Sataia claiming 14, 11 11 and 8 thousand acres, 

respectively 

The following districts are important as growing commercial crops 
and as such need paiticular attention in considermg the problems 
of agricultural finance East Khandesh, Dharwar, Bijapur, West 
Khandesh, Ahmedabad, Belgaum, AJiniednagar, Broach and Poona 

16 In the absence of adequate statistical data, it is impossible to 
arrive at an accuiatc value of agricultural jiroduce 
(viii) Valul 01 in this Province There are difficulties about prices 
Agrioultoeac Pro outturn, and even the classification of crops 

IS not conducive towards an accurate valuation 
Thus, for mstance m Table III of the provincial “ Season and Chop 
Beport,” one of the column headings is “ other food grams includmg 
pulses,” and the area under this obscure heading is 3 3 million acres or 
almost 10 per cent of the gross cropped area In the absence of further 
details, it IS impossible to arrive at an accurate valuation of the produce 
of this area The same remarks apply to the small though important 
area under “ Fruits and Vegetables ” 

As regards difficulties about outturn, the provmcial “ Season and 
Crop Report ” does not give figures of outturn even for all the crops for 
which figures of area are available Thus Table V-A of this report 
gives statistics of outturn only for cereals and pulses, the important 
crops consequently omitted bemg cotton, sugar-cane and oilseeds 
The annual publication of the Government of India on ‘ Estimates of 
Area and Yield of Principal Ciops in India ” gives figures of outturn fSr 
these crops, but the figuies are aggregate for Bombay Piesidcncy 
including the Indian States, and cannot therefore, be used directly 
The publication, how ever, contains figures of average yield per acre, and 
w'e have arrived at the outturn of cotton, sugar-cane and oilseeds 
by mutliplymg the area under the ci op by the average yield There 
are also certam minor crops such as drugs, narcotics, dyes, condiments 
and spices, for which no correct estimates can be framed A similar 
difficulty IS also met wuth in the case of the fodder crops which 
occupy neaily 7 per cent of the gross cropped area 

In addition to these difficulties there is the difficulty about prices 
There are two sets of prices available (1) the prices given m the “ Index 
Numbers of Indian Prices, ” which is a publication of the Govern- 
ment of India, and (2) the prices given in the pro%nncial “ Season 
and Crop Report ” The former gives wholesale prices for some 
commodities, and an average of retail prices for others, while the 
latter are all harvest prices In the estimates of value that we have 
framed, we have used, wherever available, harvest prices as being more 
representative of true values and supplemented them by the prices 
given m “ The Index Numbers of Indian Prices,” We have also had 
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to draw upon “ Tlie Review of the Trade of India ” for prices of 
groundnut and castor seed 

We give below, subject to the limitations mentioned above, an 
estimate of the value of the different lands of agricultural produce 
for the five years 192B-24, to 1927-28 for which statistics are 
available . — 

Value ofagnculknalp oAuce %n the P) omnce of Bombay 


! 

[ 

1923 21 

1924 25 

1925 20 

1 

1920 27 

1927 28 



Us 

Us 

Bb 

Es 

1 Coreals 

' 67,44,25,518 

78,10,13,332 

00,94,89,990 ] 

70,93,59,643 

70,91,24,095 

2 I’lilies 

1 3 82,00,720 

5,28,28,100 

5,19,00,390 

7,12,65,870 

7,72,67,400 

S Sugars 

5,18,31,000 

0,11,50,000 

5,50,55,000 j 

4,00,94,000 

4,53,16,000 

4 Cotton andPlbroo 

j 24,97,40,000 

20,45,72,000 ' 

19 80,80,000 

12 00,07,000 

18,62,70,000 

5 Oilseeds inclnding 
cotton seeds 

i 13,03,90,733 

1 

18,30,03,040 

20,79,90,790 

10,72,90,354 

22,73,00,529 

C Tobacco andi SiSlilO 800 

other narcotics | 

0,13,70,400 

0,11,22,400 

5,51,03,000 

0,06,30,000 

7 Condiments and 
spices 

j 1,80,93,400 

1,71,97,100 

1 72,55,200 

1,81,25,100 

2,15,44,000 

8 Iruits and Vege 
tables 

j 10,31,85,100 

9,55,14,000 

9,34 84,800 

5,33,75,000 

4,00,57,800 

0 rood-crops a n d 
fodder 1 

i 

I 14,50.84,170 

1 

14,81,03,844 

14,18,75,130 

15,20 87,394 

15,43,03,608 

1 

lotil j 

1 

1,30,50,90,777 

1,00,54,25,390 



1,58,74,70,492 


On an average the value of agricultural produce every year comes to 
about Rs 152 crores 


17 Indicstnes — ^Non-agricultural industries fall chiefly into two 

types, those which aie orgamsed industries and 
those which may be described as cottage industries 
The ebBCEfial Meienoe between these too types 
of industries consists in the scale of busmess, orgamsed mdustries 
generally being large scale industries and cottage industries small 
scale ones We are not concerned with xhe former class The 
latter ive shall describe in Chapter IX Despite the striking progress 
in orgamsed mdustries achieved in this Provmce, cottage mdustries 
still contmue to occupy an important place m the economic life of the 
people and the need for afiordmg to the small industrial producers the 
lienefit of an improved system of finance is no less urgent thanmthe 
case of agriculture 

18 In 1928 there were 1,498 factories working m the Province, all 
subject to the provisions of the Indian Factories Act; 
employmg, on an average, 3,56,08S persons daily 

The most important amongst the factories are those coimected with the 
great textile mdustry, principally, cotton mills The cotton mills 
numbered 192, chiefly in three centres, Bombay City, Ahmedabad and 
Y 5—2 


(u) Factoeies 





18 


Sholapur These, together with 3 silk mills and 4 -noollen mills, gave 
employment daily on an average to 2,23,000 persons The rest of 
the factory population was supported by 688 cotton gins and presses, 
132 engmeermg worlds, 67 Government and local fund factories, 
74 prmtmg presses, and 104 factories engaged m the manufacture of 
chemicals, dyes, etc In addition there vere also 73 nee mills, 
23 flour mills and 19 ice and aerated water factories, 7 saw mills 
and 4 bnck and tile factories The mcrease in the numbei of 
factories smee 1910 may be seen from the fact that in that year there 
were only 301 gms and presses and no rice or tile factories registered 
under the Indian Factories Act Bombay City with 374 factories is 
_ the most important mdustiial centre in the Province and even in 
India, while the districts of Alimedabad, East Ediandesh, Dharwai, 
West Khandesh, Ahmednagar, Broach, Surat and Karachi have more 
than 50 factories each 

The cottage mdustnes in the Provmce are even more important 
from the pomt of ^uew of the numbers engaged in and the numbers 
maintained by them The details regarding the more important of 
tliese are set forth m the table below' — 

Cottage Indush les 



ludiifiti \ 

Actual 

woikeis 

(men) 

Actual 

workers 

(women) 

1 

! Total 

1 

(e) Cotton si7ing and -wcaMiig and 
spinning 

71,4% 

52,198 

123,891 

1 


(//) Wool caidingaiul spinning and 
neavnig of blankets and caipets 

0,581 

7,873 

14,451 


(Hi) Silk spinning and Heaving 

4,880 

10,443 i 

16,123 


{iv) Dyeing and printing 

9 901 

2,253 

12,514 


(y) Lace, crape and embioidei j 

4,129 

2,939 ! 

7,008 


{vi) Woikers m loir, lieni]i, cU 

3,387 


1 ' 5,004 


1’otal, Textiles 

1,00,433 


1,78,910 

2 

Tanneis and leathei Horkei*-, etc 

23,317 

4,870 

28,187 

3 

Earthemiaie, buck, tile and port clam 

30,113 

19,910 

60,043 

4 

Woikers 111 precious stones and metals, 
ett 

11,077 

2,120 

43,197 

5 

Basket makim;, t tt 

13,133 

13,591 

20,724 

0 

Metal Hoikers 

10,208 

1,439 

17,707 

t 

Oil pressing 

11,548 

5,285 

14,83 5 

S 

Food industiies, sHoatmeat biscuit, 
cheese, molasses, etc , making 

7,900 

1,920 

9,880 

<) 

Piinteis and litliogiapheis 

4,018 

238 

4,85(. 

10 

Bangles and beads making 

1,403 

480 

1,883 

11 

« 

Others Toy making Ivorj Hoiking, 
coach building, cabinet miking, etc 

2,537 

275 

2 812 


Total 

2,58,433 

1,20,011 

3 85,044 
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( 2 u) UiXDToont !>' 
DrsiK\ 


(iv) Othie 
Ivui sinirs 


'-MAIL 


19 Handloom. wea\TBg is a veiy widespread industry Cotton and 
i\oollen weaving is common in almost all tlie parts 
of the Pio%nnce, but assumes special importance ' 
in certam districts The number engaged m cotton 

weaiung comes to about 82,000 persons, and cotton spmmng seems 
otill to persist in paits of tbe Kamatalc and tbe Sbolapur district 
Woollen weaving is almost concentrated m AJimednagaT, Dbarwar, 
Sliolapm, Satara, Poona and Nasik districts and Ibe carding and 
spinning of wool is mamly found in Dbarwar, Satara and Bslgaum 
SiUc spmmng is pimcipaily earned on m Bijapur and Dbarwar, wbile 
silk weaiung is localised m tbe Surat, Abmedabad and Abmednagar 
distiicts Workers in fibres other than those mentioned above are 
concentrated in Sind and Abmednagar 

20 ISText to the textile mdustiy, the tanmng, leather dressmg and 
leather manufacturing industries are especially 
characteristic of Maharashtra and Sind, while the 
goldthread and silverthread mdustries are mainly 

fomid m Surat Abmedabad, Poona and Ycola It is mteresting to note 
ihatin several mdustries women workers are more numerous than men 
Thw IS particularly noticeable m the case of handspmning, whether it be 
cotton, wool 01 silk and that m cotton gmnmg and basket making, the 
numbet of noinon is almost equal to the number of men 

21 Twde and Tians^mt — The commercial importance of this 

, , , ^ Piovmce IS largely based on its ports Of the five 

(0 tn- vBORM EADi great ports of India, two are included m the 
Bombi’v Province namely, Bombay and Karachi The port of Bombay 
its magnificent harbour has for its hinterland not meiely the whole 
Presidency of Bombay but also parts of many other pro\Tnces of India, 
and f I rves as the outlet and the mlet for the western parts of the Central 
Promnees and Berar. Hyderabad (Deccan), Rajputana and parts of the 
fbuted Provinces of Agra and Oudh, while Karachi has for its 
hmterland Sind and the Punjab The share of the Provmce m India’s 
seaborne trade is considerable, as will be seen from the followmg 
tabic — 


Seahenne Tiade, 1927-28 [Me) cliand'ise) 

i ' ■ 

. tliousaiids of lujiees) 



1 

India 

Bombay ' 

i 

! Per- 
^ ctntage 

Imports 

l^vpoitb 


1 

1,12,79,08 j 

i 45 

j 3,28,09,11 

1 87,42,30 1 

1 I 

27 

Total foieign trade 

; 0,78,53,79 

1 

2,00 22,04- ^ 

1 35 


Examination of similar figures foi the premous four years shows that 
while, m 1923-24. this Provmce shared 45 per cent of the foreign trade 


y 6 — 2a 
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of the whole of India, the percentage has gone on diminishing from year 
to year, and it is now 35 as shown above The import trade is of much 
greater importance than the export trade Tlie chief imports m the 
Province are cotton, woollen and silk piecegoods, metals and machinery, 
raw cotton, sugar and oih, while the leading exports are la^v cotton, 
cereals r.iAi wool, cotton manufatturcs oil seeds and lav hides and 
slcms 

22, Besides the two impoitant poits of Bombay and Karachi the 
^ Province has excluding the Kathiavai poits 

(n) onr-, coastline of 1,53'i miles deeply indented by 

the gulfs of Cutch and Cambay and by many bays and creeks, 20 
subordinate ports Of these 29 tuo are m Sind and the lest in the 
Piesidency propei They arc open thiough out the ‘■uminei and winter, 
but Avith the exception of Karwar, Vijayadurg and .Taygad they are not 
sufficiently protected during the monsoon from the heavy south-wcstein 
winds Owing to the absence of a properly develojied system of 
land transport along the western coast theie is practically no 
foieign trade from these subordinate ports, which, thcicfore, is 
concentrated at the chief ports of Bombay and Karachi These 
suboidmate ports are, how'e\(r, important foi the coasting trade, 
the \alue of wdiich amounted m the year 1927-28 loBs 86,59,88,000 
wdncli IS 'J3 per cent of the total foreign trade of the Pro\unee The 
imports co<istwise amounted to lls 43 88,57,000 and the exports to 
Bs 42,71,31,000 Of this large coastal trade, Bombay claims more than 
70 pel cent and Kaiachi 18 per cent while the poits of Kaian]a 
Honawar Vongurla, Bioach, Uian, Baukot, Batnagiii and illalwan lune 
each an aniiinl coastal trade of moxe than Bnpees foity laklis It must 
be lemembeiod that these ports do not cany on trade coastw'ise with 
Bombay only but that they lia\c also a busk trade among themsehes 
and also with ports of the othci plo^^nces of India The total xolnme 
of such trade was valued atBs 7,64 lakhs for the Piesidency propei and 
Bs 2 lakhs for Sind, and the ports haded with were as distant as 
Coclim, Tiavancore, Madras and Calcutta 


21 In the absem e of pubbsbed statistics, it is xerv difficult to 
ascertain the xalue and distribution of inland trade 
(in) M \M) iKA.]n Pronnee Though collect information is 

not available it is ceitaiiily true Hint m point of magnitude, the home 
tiade in the Province must be consideiably greatei than the foreign 
hade and so far as the extension and improvement of banking facilities 
are concerned, needs as much attention as the trade with foreign 
eoiintiies , and yet modem banlnng ficilities were hist developed 
foi the leqmrcments of foreign hade, and the homo hade, except 
in large commercial centres, has remained largely m the hands of 
indigenous baulceis Oigamsed banlang has been advancing fiom poits 
to the inland cities and towms, and the problem now is to complete the 
cham by siipplymg to the riual areas improved banlcmg facilities and 
connecting these wnth the banking instihitions in the great ports and 
Cities The Census Bepoit for 1921 show's that 14,19,000 person^ pursued 
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ti.ide tLcn occupation Of the trades which sux3X>oited this large 
population, the most important were those in textiles, food-stufts, fuel, 
means of transport, and articles of luxury, while dealmgs in credit; or 
money-lendmg, brokering, money changing, msiirance, etc , supported 
no less than 72,000 persons 

24 Trade and transport are closely inteiielated The magnitude, 
distribution and character of trade are very greatly 
(iv) Rvii-w\,\s affected by the means of transport available and 
by the extent to m Inch they develop m response to the reqmre- 
nients of trade The total railway mileage in the Province is 4,049, 
which IS 10 3 per cent of the total mileage open in India on 31st 
March 1928 Since the early fifties of the last century, when railway 
construction A\as taken unhand m India, the bnes have been built 
innards fiom the cluef ports, semng primarily the needs of the 
import and the export trade The needs of the internal trade were 
long neglected and it is only ivithin recent years that some provision 
has been made foi it b}"- means of bianch and feeder lines Even the 
progress in this cliiection has been sIoa\ in the Province, and the question 
has now to he considered in relation to the rapid expansion of competing 
motor trafiic Bombay, the premier port and commercial centre of 
-the Pronnee, was connected with the interior by the Great Indian 
Peninsula Kailway, which ascended the tableland by the Thai Ghat 
leading to Dellu, through the central Indian plateau across the Satpuia 
and the ViiicUiya /Moimtains The loute bifnicated at the Tapty Valley 
Avhence communication was estabhshed noth the Central Provinces and 
Berar Another bifurcation at the Harbada Valley led to Juhbiilpore 
and thence to the plains of the Ganges and to Calcutta The same 
lailuay system also ascended the Deccan plateau by the Bhoi Ghat 
and coimected Bombay witb Poona, tbe natural focus of the Deccan 
routes Eiom Poona the line goes across the Deccan in a south-easterly 
diiection to Madias The Great Indian Pemnsula Bailway system is 
thus the most important railway which selves Bombay, and it is this 
railway winch has coiitiibuted most to the greatness of Bombay as 
the commercial and industiial metropolis of India From Poona the 
Madras and Southern Mahratta Eailway follows an almost southward 
course, on the edge of the plateau, and serves Maharashtra and the 
Karnatak and ostabhshes communication between Bombaj’' and Mysore 
and the Malabar coast Another vefy important railway system for 
the Presidency is the Bombay Baroda and Central India Kailwmy, 
which connects Bombay ivith Gujerat and Kathiaw'ar and also links 
it up Avith Bajputana and Delhi, by two routes one by way of 
Ahmedabad and the Aravallis, and the other by the highlands of Dohad 
and the Malwa Plateau These three railways serve the Presidency 
and concentrate all trade at Bombay, and leave the other jiorts qiute 
subordinate and unimportant so far as the foreign trade is concerned. 
The construction of the Tapty Valley Bailway connects the Great Indian 
Peninsula Bailway with the Bombay Baroda and Central India Bailway 
and brings Khandesh, the Central Provinces and Berar into contact 
with Surat on the Tapty estuary. It will he seen from this that the 
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Konkan is severely left alone, not keing served by any railway The 
great difhculty in the vray of the construction of a railway right acioss 
the coastal belt of Konkan is the presence of numerous creeks and rivers 
which intersect the route A cheap competing means of transport consists 
of the country craft plpng along the coast line and the creeks The 
question of the construction of a western coast railway south of Bombay 
IS under consideration In Sind, the railway follows the natural route, 
the Indus, crossmg it at two places — ^Hyderabad and Sukkur — and 
connectmg Karachi with the Punjab on the one hand and with Quetta 
and Baluchistan on the other Bombay is connected with Karachi by sea, 
and by rail through a bifurcation on the Ahmedabad-Delhi metre-gauge 
route at Marwar, whence the Jodpur Railway crosses the Rajputana 
desert almost westwards tiU it reaches Hyderabad and joms the North- 
Western Railway to Karachi The construction of a through broad 
gauge route from Bombay to Karachi is under consideration Apart 
from the trunlc routes tiade requires branch hnes actmg as feeders to 
the mam lines and conncoting market towns with the great trade centres 
and ports Some such feeders have been already constructed, but it 
should be noted in this connection that motor transport is now success- 
fully competing with railways, particularly for short distance traffic 
This brings us to the question of roads m the Province 

25 There weie m 1928 about 9,179 miles of metalled roads in the 
Piovmce, mamtamed at an annual cost of over 
(v) oABs jjg laldis The chief roads are the Bombay -Agra 
Trunk Road staitmg from Bombay and running north-east through 
Thana, Nasilr and West Khandesh, and the Poona-Bangalore 
road About 6,096 mdes of these roads weie m charge of the Pubhc 
Works Department and 3,083 miles were under local boards There 
were also 20,321 miles of unmetalled roads, 18,103 miles of which weie 
mamtamed by local boards The immetalled roads are often mere cart- 
tracks useless for traffic m the rainy season, especially m Gujerat The 
Presidency has thus 7 43 miles of metaUed and 16 45 of unmetalled 
roads for every 100 square nnles of total area, and 48 miles of metalled 
roads and 105 miles of immetalled roads for every 100,000 of population 

In Smd, wheeled traffic is obstructed by sand and road construction 
IS rendered difficult and very costly, while the numerous creeks and 
streams of the Konkan make load transport particularly difficult, 
especially durmg the monsoon season The roads m the Deccan are 
fairly satisfactory, while those in Middle Gujerat are m most cases bad 
and besides there is no road connectmg Giqerat with the Capital 
of the Provmce Recently, Government have appomted a Road Board 
to adnse them generally on the construction of new roads and their 
utilisation by various forms of transport It consists of official and non- 
official members, the latter mcludmg representatives of District Local 
Boards and of Chambers of Commerce 


26 As regards the standard of livmg of the people of this Piovmce, 
Geneeal Economic reference may be made here to the 8 011 family 
Conditions budgets collected by the Supermtendenb of Census 

Operations m 1921 from different parts of the Presidency and published 



as an Appendix to tlie Census Report for tlic Bombay Presidency 
Accordmg to these budgets, the pei cajnia annual income m urban areas 
■was found to be Bs 100, and that m lural areas to be Bs 75 so far as the 
Presidency proper -was concerned Sind fared a httle better, the 
correspondmg figures bemg Bs . 140 and Bs 1 00, respectively '\\Tiile 
these figures cannot be accepted as conclusive m themselves, and need 
modification in ^uew of the fall m prices wjiich has taken place since they 
were compiled, they mdicate the small earmng capacity of the Provmce 
taken as a -whole From these averages, there are vanations, no doubt, 
in the five icgions mto which the Pro-vince has been divided 
The percentages of budgets sho-wong an ammal pei capita mcome of less 
than Bs 75 were 22 m Smd, 36 in Gujerat, 40 in the Karnatak, 43 in 
Maharashtra and 66 in the Konkan The Konkan is thus worse oil 
than the other regions, m spite of its total nmnnmty from drought, chiefly 
because of the severe pressure of population on the land 

Another test that may be apphed for estimatmg the economic condition 
of the people in the rural areas is furnished by the number of cultivatmg 
tenants In the Konlcan, as we find fiom the Census Beport, almost 
all the cultivators are tenants, working on the land of the JJiot, while m 
Maharashtia, the position is different A tendency is lusible amongst 
landholders m paits of Gujerat to employ hned labour for work on their 
fields and o-wners of fairly large holdmgs tend to become landlords This 
system is very promment in Smd, where large zemmdais generally lease 
out their lands and hve on the income thus derived 

The daily average wage for slalled and unskilled labour provides 
another mdex to the econonuc conditions of the people 

The follo-wing table gives figures of daily aveiage wages for different 
classes of labour in the different administrative and economic divisions 
of the piovmce in the year 1928 — 
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I'Jio figuies jcveal 1]io f.ioi rliat laboui is conip.iraln dy doai in Smcl, 
\\liile it soeinfi to be flic dieapcst in the Ma}iara,s]i1ra 

The picture of the economic conditions of tlie rural jiopulation of tlic 
Piovince IS not veiy bright, yet fhe number of jiersons paying income-tax 
IS greater in this Province than in any other pait of India The inference 
may, therefore, be drawn that ccortoimcally there is considerable 
disparity m the position of tlm ‘■mall upper class and the bulk of the 
population 

27 Systems of Land Tenwe — An exammalion of the 1 enures 
of land in the Province is neccssaiya.s it directly 
^(i) Rvotwcvbi Trn- qj. jnfiu-cctly pro\udes the basis for agricultural 
credit Tlio land in this Province, outside )Sind, 
IS mostly held on the i yolivoi i tenure, i c , n system of settlement 
with the J or smallholders whose revenue payments are fixed 

after careful measurement and classification of land in their possession 
Tlie mam feature of the system is the permanent right of each occupant 
to hold his land in perpetuity so long as he pays the land revenue 
to Government as fixed at the settlement or to sell, mortgage or 
otherwise dispose of it The survey oi old tenure, as it is 
called IS generally ])revalenl all over the Presidency, but a modi- 
fication of itjlaiovn as the nev'or restricted tenure, was introduced 
in 1901 In the case of this tenure, the Collect oi is ompovered to grant 
the occupancy of land .subject to the condition that it cannot be 
transferred exccjit mth his pei mission The rcsirietion, lion ever, 
applies, in the case of sullages alreadv settled, only to the non 
occupancies granted In the Collector and not to exi.sting otcupancios 
Government aio also emponered to introdiue this tenure m 
villages which aie being sun eyed and settled for the first lime This 
restrieted tcnuie is generally made applicable only to bachwaid classes 
of cultivators, for instance Wiabhih of Khandesh and thcPanchhIahals 


28 Besides the ryohvan or suivey tenure, we have also Aarious mam 
tenures and a number of other tenures, which do 
(») l^Av Tisuiir under either of the above two classes The 

w'orcl ‘ wiflw ’ means gift or giant huim land is technic allv Imown as 
“ alienated land ? c , “ transferred in so far as the rights of Govern- 
ment are concerned, wholl}^ or partially, to the ownership of any 
peison ” The chief feature of the mam tenure is that the land is held 
on a reduced assessment which is not liable to revision and m some cases 
even fiee of assessment Practically all the mam lands were granted in 
pre-British days and have now‘ been settled on their present holders 
under the Survey Settlement Act of 1803 Those mam lands can be 
classified under four heads, viz — • 

{a) Personal oi jai tnam 

{b) Political %nams including sanmyams and yaliayirs 

(c) Deiasthan or religious mams 

(d) Service mams 

Personal ox jat znams are permanent and the mamdao holds the land 
wuth an absolute light of a transferable and heritable natuie There 
are no restrictions on alienation as regards these znams 
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iPolitical %nams including smanjmns and jahagiis are oidinarily 
impartible and inalienable There are instances in ■wliicli the jahag^i 
lias been held partible and alienable, but generally devolution to such 
tnaim is by the rule of lineal primogeniture, 3’'ounger members of the 
family bemg entitled only to maintenance 

Devastlian mams are ordinarily inalienable and also impartible 
Succession to them is regulated by the teims of the grant and the 
customs and usages of the endowment The holder for the time bemg 
manages the mam in the capacity of a trustee for the benefit of the 
endoivment 

Service tnums are of two kinds — 

(1) mams for services already rendered in iihich case thev are in the 

nature of personal inams or grants, and 

(2) mams for services to be rendered 

Inams of tlie latter land are generally inalienable and are liable to 
resumption if semces for vliich they are granted are not rendered or 
cease to be rendered 

TFafaiis consist of grants of land made to officers either useful to 
Government or to the community The abenation is of the soil and in 
most cases the grant is hereditary ’The watan is not alienable except 
to a tvatandai belongmg to the same watan as that of the alienor, 
and incases where it is assigned as remuneration of the actual officiator 
it cannot be alienated at all 

29 The tahiWan tenure is one of tbe most import ant m Gu3erat and is 

(ui) Talikdaki to be found principally m the Ahmedabad district 

Trsum The tahildai s axe the absolute proprietors of their 

respective estates, subject to the payment of Government demand 
uhicli may be either fixed or liable to periodical revision The more 
important of these estates observe the rule of primogeniture, but m the 
case of the smaller ones the number of co-sharers goes on increas- 
ing from generation to generation As many of the taluldais n ere m em- 
-barrassed cucumstances, the Aliniedabad Talukdars Act (Bombay Act 
VI of 1862) was passed, imder which the management of encumbeied 
talnldan estates could be vested in the Talukdari Settlement Officer 
No ialuldar is now permitted to encumber his estate beyond his , 
own hfe-time vithout the permission of the Talukdari Settlement 
Officer Permanent alienation requires Government sanction 
The talnMai , unless his estate is a very small one, does not usually 
' cultivate his land but leases it to tenants Some of these lands are 
cultivated by lyois nho pay rent to the proprietor but possess no 
proprietorv interest in the sod , others are cultivated by nmasda-is 
who have a proprietory interest m the soil 

30 The hhagdai i tenure prevails chiefly in the district of Kaira, while 

the narvada')i tenure is confined to Broach The 
^ JSri^ADAEfa^-nEr” prmcipleof these tenures, as distinguished from the 

ij/otom tenure, 18 that under the former, Govern- 
ment settle foi the revenue of the villages with the hhagdai s or 
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iiarvadais, instead of uith each cuHivafoi individually. Bhaqdms or 
narvadars are thus alone responsible to Govexnnient for the revenue, and 
all persons actually cultivating the lands in those villages are tenants 
not of Government but of each hhagdar oi ndi vadar Such tenants may 
be either (1) tenants-at-vill vho can be ejected or vhose rents can be 
increased at the pleasure of the bhaqdor oi nnrvadnr,oT (2) customaiy 
tenants, "who cannot be ejected so long as they xiay* the customary rental 
No portion of a hjiag other than a lecognised sub-division can be 
alienated The only difierence between the bhagdan and narvadan 
tenures is that in the former case tliere is a lived assessment on the field, 
while in the narvadan tenure there is no separate field assessment 
the assessment being lived in a lump 

31 The tenuic prevails in Salsetic Kolaba and Eatnagui 

(v) KnoTiTEMTR} /Jio7s in the Salsette and the Pam el 

tah/lui are either proprictois or lessees in pcrpetiutv 
and their position depends upon the tenure of their leases or other docu- 
ments In the Ratna gin district the lights and liabilities of Uioia and 
their tenants are governed by the Khoti Settlement Act of 1886 Both 
here and in the Kolaba district the JJiot is in the iiosition of a 
superior holder with rosiicct to all the village lands over which he 
exercises IJioh rights 

The Ihot's rights aie heiitablc and can be dinded amongst the heirs 
They are also alienable The JJtol has the right to cultivate or 
otherivise dispose of all the imoccupied lands of lus Milage The 
inferior holders in the klioh Milage aie either dbaickan<t or quasi- 
dhmelans occupancy tenants or tenants-at-vill The dharelnns are 
like ordinary survey occupants vith heritable and transfeiable lights 
The rent payable by them is limited to the survey assessment The 
only difierence between them and the quasi-d/iorcZicn is is that the latter 
have to pay as rent something higher than the survey assessment In 
Ratnagiri, the rights of occupancy tenants aie heritable but not 
transferable ■without the consent of the IJiol In Kolaba, there is no 
positive law against or in favour of such tiansferabihty Tenants-at-vill 
in /JioZi villages are governed by the same law as preiails in the case of 
such tenants m oidinar}' Milages 

32 In Sind the ordinary tenure is the full sur\e3' tenure, but the 

(vi) Tfkttrfsis survey settlement has been altered to suit the 

SU'D peculiar conditions of the pioMiice vheie a large 

tract of the land is left imcultiva'tcd every year The occupants arc 
liable only for the assessment of each sur\’’ey number cultivated, 
andhavetopay at rates y Inch vary according to the group of villages 
in which the Milage is situated and the method of irrigation follov ed 
In the northern part especially, Iheie arc big tenniidars who own 
thousands of acres of lands Owners of small areas are knoAMi as 
lhatedais Both these classes are fiee to transfer their lands except 
•when these are held on new tenure Tinule both these are permanent 
occupants of land, cultivation is actualty earned on by bans who are 
generally tenants-at-'will The limis cultivate the land usually on a 
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liold and enjoy land, 
liowever, be said that 
on the"' subject in tbis 


Cl op sbaie basis tlie han getting one-third to one-half of the crop, 
according as the irrigation is by lift or flow 

33 Tenancy, as a right or title to 

, , ™ . IS a tenure It nught, 

there is no positive law 
Provmce except what is scattered 'here and theie in different enact- 
ments The question of tenancy is, therefore, generally governed by 
customary law A tenancy is either under a contract, oral or reduced 
to writmg, or may be’ presumed under certain enactments An agiicul- 
tural tenancy in the absence of any other tenancy is presumed to 
be annual It is only where such a tenancj’’ is so old that there is no 
evidence of its commencement and there is also no satisfactory 
evidence of its intended duration, that such a tenancy can be declared to 
be permanent As regards rent, the first element to be looked at is the 
agreement between parties, in its absence any local usage, and in the 
absence of both contract and usage the superior holder is entitled 
to Avhat IS just and reasonable As regards termination of tenancy, m 
the absence of a custom to the contrary, no tenant can be ejected with- 
out being served with a notice to qmt Under the Land Eevenue Code, 
a notice in writmg is required to be given by the landlord to the tenant 
afc least three months before the end of the year of tenancy 

34 We received a good deal of evidence on the subject of land values, 
but the information so received was not very useful 
for basmg any generalisations on them, as practically 

every witness only gave ranges betvcen which the prices of land varied 
in each district, and not the average price for each land of land The 
Settlement Commissioner, how ever, sent us a useful statement showmg 
values of different lands of lands in cettamtaluLas where the information 
was collected during the re^usion settlement inquiries which have been 
made smce 1914 He also at our request, sent us information about 
the values of land in these taluhxs at the previous settlements made some 
thirty years before the present ones Unfortunately, m the case of the 
older settlements, no separate information is given about the values of 
different lands of land We attach the statement of values arrived at 
during the more recent mquiries m some of the districts, and add to it 
columns showmg average values arrived at at the previous settlement 
{Vide Appendix V ) No information is available about the other 
districts and taluJcas regardmg comparative values of land 
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An exammation of the statement mdicates that land values have 
considerably risen durmg the last 30 or 36 years, but the rise shows 
considerable vanations from district to district and even from tahika to 
taluJca The mcrease has been the highest m the districts of Maharashtra 
and the Konkan and the lowest m those of Gujerat In Ahmedabad the 
mcrease has been small, in the Panch Mahals values have doubled 
Khandesh, and Satara record abnormal mcreases varymg fiom 400 to 600 
per cent , with this difference that Satara shows a v'^ery wide margm 
between the values of dry crop and irrigated lands , while the Khandesh 
districts do not show such variations The Konkan districts also 
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indicate considcrdble mcrcufec in jand values langing fiom 200 to 
400 ]3er cent , and the increase is still gi eater in the case of umlai 
(hilly) land 

In considering the question of the appieciation of land values/it must 
be remembered that there has been a substantial rise in the value of 
agricultural produce dining the last thiit)' yeais and tins has naturally 
affected the prices of land Pressuie of population has been groving, 
especially in certain districts The temporary emigration from distriets 
like llatnagiri to industii d centres, and the desire to invest in land vliat- 
ever savings may be effected in such centres have also been contributing 
factors to the increase in values Agriculturists are generally inclined to 
invest their savings in land irrcsjiectivc of the return vhicli they may get 
on the price paid This desue is partly due to want, of othei sources of safe 
investment but duiipgthe var the rise in prices of crops led several 
people, especially in the Karnatak, to purchase land at fancy prices, 
with borrowed money V Inch many of them have been still unable to 
repay Professional and other classes aie also inclined to do the sauu 
oning to the social status and tlvc socunly nhich Ihe land offers The 
current puces of land cannot, therefore, be regarded as a correct index ' 
to its mtiinsic value 
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CHAPTER III 
Existing Credit Agencies 

. 35 In tho xireceding cliapter we liave indicated the hanking needs of 
the Province whilst describing its special economic 
Lack of Statistics features In this chapter we give a geneial 
description of the existing credit agencies, then 
functions, resouices, methods of business and scope of operations 
The followmg table gives the names of the existmg credit agencies in the 
Provmce together with available jiarticulars regarding their vorking 
capital — 

Cl edit agencies in the Pi ounce (exclusive of 
indigenous banleis) 


Dc'saiplion 

No of 
offices 
in tho 
PiOTincc 
including 
Head 
OlTicts 

Capital and 
Kestive 

! Total ! 

deposits j 

i 

1 

[ Worlsjng 
! Capital 



{Fl(J^l1es 

1 

w ihottsands ' 

i 

\of rupees) 

Impoiial Bank ot India 

24 

10,95,00 

03,92,00 

74,87,00- 

Exchange Banks 

20 

2,10,57,19 

15,43,19,17 

17,53,70,301 

Joint Stock Banks legist tied in 





the Piovinrc 

37 

5,40,80 

20,50,97 

31,97 S3J 

Joint Stock Banks registered out 




1 

side the Province 

16 

2,01,88 

20,07-22 

' 28,71,05^ 

Private Banks 

13 

1,21,01 


1,21,0111 

Co operative Central Banks 

74 

51,80 

3,82,69 

' 4,34,651! 

Co operatic e TJihan Banks 

70 

58,02 

1,90,31 

' 2,48,9311 

Co operative ciedit societies 

4,782 

80 62 

3,06,01 

1 3,92,6311 


5,019 

1 

« 

1 


* Pigures for tlie year 1929 for all India 

I Figuresforthe year 1928includiug depofcjls outcidc India In the jeai 1927 their 
deposits in India amounted to Es 68,80,27,00(1 

f. Figures for the year 1928 for all India 

S Figures for the jear 1927 for all Iiidin 

II Figures for the jear 1928 29 

Owing to the dearth of bankmg statistics, it is not possible to 
give an accurate picture of all the existing agencies The preceding 
table does not mclude indigenous bankers who form one of the 
prmcipal credit agencies of the Province, as no reliable figures are avail- 
able concerning their number and extent of operations As regards the 
joint stock banks, the Statistical Tables Relating To Banks in India ” 
are the only available source of information, but the latest available 
volume of this publication gives figures for the year 1927 There 
IS no agency through which statistics can be obtained It is parti- 
cularly difiicult to get figures for the Province received certain 
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statistics from tlie Impeiial Bank and joint stock banks but mot all the 
informatiom u e wanted Only tu o j oint stock banks favoured us with a 
reply to tbe questionnaire and only one deputed its representative to 
give oral evidence before us Lack of information regarding operations 
of banks in tbe different districts bas bampeied us in dealing vutli tbe 
question of finance available for tbe different centres 

36 Altboiigb constituted as an ordinary joint stock bank, tbe 
Imperial Bank of India occupies a special position in 
Bank banlang system of tbe country Its operations 
are governed by a special Act Being banker to 
Government and bemg to a limited extent tbe bankers’ bank, m tbe 
absence of a central or reserve bank duly constituted by statute it 
IS expected to discbarge some of the functions of a central bank, 
particularly tbe regulation of tbe monej’" rates of tbe country 

Tbe question of establishing a central bank for tbe country was under 
consideration for a number of years During tbe first decade of tins 
century tbe necessity for a widespread increase in banlang facilities 
was becommg more and more insistent It v as felt that a centralized 

banlang institution would be in a much better position than tbe then 
existmg three separate Presidency Banks, viz , tbe Bank of Bengal, tbe 
Banlc of Bombay, and tbe Banlc of Madras, to provide the required 
facilities and to utilise tbe resources of Government for tbe further- 
ance of tbe commerical interests of tbe country A definite scheme for 
tbe formation of such a bank was oiitlmed by Jlr J M Keynes 
and annexed to tbe Report of tbe Indian Currency Commission of 1913 ' 
Consideration of it v a&, however, postponed oinng to tbe outbreak 
of tbe War During tbe War the currency difficulties of Govern- 
ment pressed more forcibly on tbe attention of Government tbe 
necessity for a centralised banlang institution which would form tbe 
solid background necessary for tbe development of banlang It was 
moreover, better realised during tbe war than ever before that tbe 
interests of tbe Presidency Banks mere common and demanded a co- 
ordinated policy After the armistice negotiations took place between 
Government and tbe Presidency Banks which led to tbe fusion of tbe 
three Presidency Banks and tbe formation of tbe Imperial Bank 
An Act defining tbe constitution and functions of tbe Bank was passed 
in September 1920 and this was supplemented by a statutory agreement 
under tbe Act embodying tbe contractual relations entered mto 
between Government and tbe Bank Tbe new Bank came into being 
on 27tb January 1921 It was expected that it would attract deposits 
more readily than before, mobibse tbe coimtry’s credit resources, give 
substantial assistance to the internal trade of tbe country and extend its 
activities by openmg branches m different parts of India 

Capital — Tbe amalgamation < was accompanied by an increase of 
capital, tbe authorised capital of tbe Banlc banng been fixed at Rs 1,125 
lakhs agamst an aggiegate of Rs 375 lakhs of tbe three older 
mstitutions On 31st December 1929 tbe share capital paid up was 
Rs 5,62,50,000 and tbe reserve Rs 5,32,50,000, 
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Business — Tlie Bank acts as banlcer to tlie Government of India and 
receives, free of interest, deposits of Goiernment treasmy funds and 
balances In return it conducts, free of charge, the treasury busmess of 
Government, maintains currency chests at local bead offices and 
branches tbiougbout India bud grants vays and means advances to , 
Government from time to tmie it is, besides, charged with the 
mamtenauce of the Public Debt Office and transacts the busmess of the 
registered Pubhc Debt and Secmities of the Government of India and 
the Secretary of State for a fixed remunei ation 
In addition to Government busmess the Bank does the usual commer- 
cial banlnng busmess under certam restrictions and safeguards imposed 
by the Act It can receive deposits, lend money, open cash credits, 
accept discount purchase and sell bills of inland exchange and issue 
letters of credit payable in India and Ceylon It is not, ho ever, 
aDovedto borrow or receive deposits outside India oi to advance money 
for more than six months, or to accept the security of shares of ]omt 
stock companies or titles to immoveable property or mortgages It 
may make advances against the security of goods or documents 
of title to goods, but it cannot discoimt or purchase or open 
cash credits on the security of any negotiable instrument unless 
it carries with it the ]Oint and several responsibihty of any two 
persons or firms unconnected with each other by partnership The 
Bank bas local head offices at Calcutta, Bombay and Madras It has 
also a branch m London, but it is not allowed by its charter to do foreign 
exchange busmess with the result that that busmess has been 
practically monopolised by the Exchange Banks 
Since its inauguration m 1921 the Bank has opened a hundred 
new branches as reqmred by the Imperial Bank of India Act In all, 
there are 153 branches of the Bank, besides 13 sub -branches and city 
branches Of these, 23 -are located in this Province How far these 
branches have developed the banlang habit and to what extent the 
Bank as a whole has financed commercial activities and succeeded 
in regulating the money-market, we shall examme in succeeding 
chapters Meanwhile, the Banlc’s methods of financmg trade and the 
extent of its operations in the Province may be noted 
Emance is granted by the Bank in one oi more of the follomng 
forms — 

1 Loans for fixed amounts 

2 Cash credits, i e , nmniiig accounts on wduch linuts have been 
. fixed up to which the accounts of customeis can be diaivn upon 

3 Overdrafts on current account 

4 negotiation of inland biUs 

The outstandings as at 31st December 1929 oi siuh advances within 
the Province were as under — 

Bs 

Loans and cash ciedits " 9 43,80 000 

Overdrafts on current account 1,10,76,000 

Inland Bills and Bills discounted 80 20,000" 


* The total amonnt discounted duimg the year was E« 7,36,83,000. 
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37 The Exchange Banlcs are also ]oint stock banks, but their 

business is confined largely to the finance of import 

Exchange Banks gnd export trade They are not required to get 
themselves registered in India With the exception 
of half a dozen of these banks doing a considerable poition of their busmess 
in the country, the rest are merely agencies of large banlang corporations 
doing the bulk of their busmess abroad 

Theie are 19 exchange banks having their business offices in Bombay 
city They have seven more offices ivorlang in Karachi Then paid-up 
capital and reserve as on 31st Deceinbei 1928 aggregated Es 211 crores, 
their deposits Es 1,543 crores and their total voilang capital 
Es 1,754 crores 

They have an Association of their own iiiidei the leaderslup of the 
Chartered Bank of India, Australia and China The object of the Associa- 
tion is to maintain a certain standard to secure harmony m the conduct 
of business ? nd to safeguard the rights of its members There are scarcely 
any points of contact between these banks and the Indian joint 
stock banks 

The Indian branches of these foreign banlcs do eyery type of banking 
busmess in addition to the busmess of financing the import and expoit 
trade of India They receive deposits from the public in India and try 
to secure as much of the coimtry’s capital lesouices as they can obtain 
"While the Impenal Bank does not allow interest on curient accounts, the 
exchange banks generally allow 2 per cent on balances exceeding a 
minimum limit It is a mattei of general complaint that the resources 
thus tapped arc used mostly foi financing the foieign trade of the 
country, which is largely in the hands of foreign merchants, and that in 
times of monetary stringency abroad they reimt money out of India 
to take advantage of high maiket rates in oth,er places 

Statistics show that the deposits they receive in India have increased 
considoiably duiing the last 15 years. In 1913 the deposits amounted 
to Es 31 croies, in 1922 they stood at Es' 73 crores, and the figuxe is 
about the same at the present time 

No definite estimate of the extent of their Indian busmess can be 
framed, but the magnitude of their foreign exchange operations 
can be surimsed from the volume of the foreign trade of the countiy, 
which IS estimated at about Es 600 crores per annum and in the 
financing of Avhich they have a iiredommant shaie 

38 All the banks registered under the Indian Companies Act come 

under this lieadmg These banlcs, though mostly of 
JoiAT SaocK Banks recent oiigm, form an important constituent of the 
banlang system of the country There are in this 
"Proymce 17 joint stock banks with their head offices and 20 branches, 
wlule 8 jomt stock banks xvith then head offices outside the Province 
have 16 branches in the Provmce It is not possible to ascertam the 
deposits received by these banks in the Provmce durmg the year 191 3, 
but from the available statistics for all India for the year 1927 foi all the 
Indian joint stock banks with paid-up capital and reserve of over rupees 
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one lakh, it appears that there has been a considerable increase in the 
amount of deposits received by these banks, the total for the year 
being Es 64: rrores againt Es 24 crores in 1913 

These banks do oidmary banking business, such as receiving deposits, 
lendmg money, negotiating and coUectmg bills, but as separate figures 
of the deposits and advances of the diffeient branches of these banks are 
not forthcoming, it is not possible to form a reliable estimate of 
their share in financmg the trade and industry of the country We find, 
hoivevei, from the extent of their operations and from the information 
obiamed from merchants and biokers that these banks play a useful 
part in supplymg credit facdities to businessmen and assist 
materially in fimancmg the internal trade of India In this Province 
the number of branches of the more important joint stock banks is very 
small There are only ten centres in the Province mcluding Bombay 
and Karachi where there are offices of these banks Some of these 
banks receive large deposits from Indian vStates They finance the 
movement of crops and the mternal trade of the Province, but the bulk 
of the business is in the hands of the shroffs These shoffs are 
financed by the head offices of these banks by advancing moneys to them 
or by discounting their hundts, but the assistance is necessarily limited 
and the general tenor of the evidence given by the indigenous bankera 
before us is that they do not receive adequate assistance either from the 
Imperial Bank or from the jomt stock banks As a matter of fact, the 
assistance rendered by these banks,^for the finance of agriculture and 
small mdustnes, is insigmficant This is also true of their share m the 
foreign exchange business As a rule, the joint stock banks do not deal 
in exchange busmess, as they have no offices m London and as it is difficult 
for them to compete with the old-estabhshed exchange banks who are 
entrenched in a strong position with their vast resources and facibties 
for operations in foreign countries A statement of the jomt stock 
banks workmg in the Province is annexed to this Eeport {Tide 
Appendix VI ) 

39 During the year 1928-29 there were 13 private limited concerns 

registered as private banlcs It appears to us that 
^EGKTEBED pExvATB privatc financial concerns which do banking 

busmess on a large scale have not been registered. 
There are certam companies which get themselves registered as private 
banking concerns for considerations other than that of transactmg banking 
busmes" Por instance, among the specified objects for which some of 
the compames have been started are the foUowmg “carrying on business 
as capitahsts, financiers, concessionnaires or merchants ”, “ carrymg on 
business as contractors ”, “ forming, prom otmg, subsidising and assisting 
companies, syndicates and partnerships of all kinds ”, and “ qarrymg on 
and transacting every kind of guarantee and indemnity business ” Of 
the 13 concerns registered, 2 had no paid-up capital The total paid-up 
capital of the remaming 11 compames amounted to Es 121 lakhs This 
was made pp of Es 119 laldis, representing the capital of three companies, 
andEs 2 lakhs representing the capital of the remaming mne, the capital 
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of the last three being only Bs 3,000, Ks 4,000 and Bs 5,000, 
jespcctively 

With the exception of two or three bona fide business concerns, these 
private companies.may be left out of account in ascertaining the resources 
of the existing credit agencies and the loanable capital available for 
financing trade 

40 The existing number, resources and volume of busmess of 

the indigenous bankers are alike shrouded in obscu- 
iNDiQENotrs Bankers nty Asthese indigenous banking concerns are under 
no obligation to get themselves registeied, and as 
individual bankers or firms do not wish to di\Tilge their business transac- 
tions, we have no rehable statistical information about the actual 
number of indigenous credit agencies carrying on their business in this 
Provmce or about their worlong capital or the volume of the banking and 
■other business carried on by them It cau be safely asserted, however, 
that the amount of capital invested by them in banlang business 
is considerable It is variously estimated as being between Bs 50 and 
Bs 75 orores This figure would, however, include the capital employed 
bv money-lenders also 

Wliatever may be the actual share of the indigenous bankers in financ- 
ing the trade of the Province, there is no doubt that che financereqmred 
for the internal trade is largely supphed through their agency The 
artisans and the small traders are also financed by them Indigenous 
banlcers advance money by book* credits, or on promissory notes or 
receipts or by discounting hund%s They have either branches of their 
own or adatyas (agents) in difierent places on whom they draw bills 
From remote times they have specialised m remittance business and 
■they continue to provide facihties at centres not covered by the Imperial 
and other banks As mentioned above, the indigenous bankers receive 
■deposits from the public, but separate statistics of such deposits are 
not available It is their general grievance that, since the development 
of branch banlang, there has been a faUmg ofi in their deposits and that 
the postal cash certificates have further crippled their resources 

A fid! account of the methods of work of indigenous bankers, their 
system of keeping accounts and of the part played by them in the finan- 
cial organisation of society will be given in Chapter XIII 

41 Among the agencies for financing the agricultural industrj'^ of 

rural areas, the money-lender is the most prominent 
oNEY-LENDEBs spitc of his usuHous practices, it is to 

him mamly that the rural population looks for its personal needs as well 
as for the raismg and movement of crops Accordmg to the 1921 
Oenvsus there were 26,303 “ bank managers, money-lenders, exchange 
and insurance agents, money changers and brokers and their 
■employees ” On the assumption that the bank employees aie also 
included in “ the bank managers ” and that the “ brokers ” are only 
insuiance and finance brokers, we may deduct 6,306 from the total 
figure, which leaves 20,000 as the number of money-lenders»for 26,528 
villages m the Presidency We have been told that from some places 
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the money-lender lias disappeared and that m many places a smgle 
money-lender serves the needs of a group of villages This shows that 
the approximate estimate given above is not an o /er-estimate Neither 
ean it be regarded as an imder-estimate, as in the sphere of rural finance 
the money-lender is by no means a negbgible factor 

The money-lender, or soivcai , generally does Ins busmess with his own 
capital, supplemented at times by borrowings from the urban money- 
lender or a city blnoff Often he keeps a village shop and supphes goods 
on credit and recovers his dues m cash or land He has hereditarv 
connections with the agriculturist whoni he is willing to finance, and 
whom the co-opeiative society is often unable to help He is prepaied 
to lend at all times of the day and he aslcs no inconvemeiit questions 
about the object for which the loans are raised He is often content 
to lend on personal security There is thus that close touch With 
the borrower which is lacking m the lelations of other banlcers ivith 
their customers 

A detailed account of the money-lenders will be given in Chapter XIV 

42 Co-operative banks are the only bankmgmstitutions for which full 
and detailed informationis available The statistics 
BA-vSsASoS^Tirs pubhshed by them give information about their 
capital, reserve, deposits and advances 
Had sirmlar information been available m the case of joint stock and 
indigenous banlcers, it would have enabled us to judge the adequacy of 
the available banking resources for meeting the reqmrements of each 
district 

Co-operative societies and banks constitute an important element m 
the banking orgamsation of the Province They may be classified under 
two heads — agncultural and non-agncultural 

The Agncultural co-operative movement is meant to help m the 
provision of agricultural finance Its unit is the agricultural co-opera- 
tive credit society with unlimited babibty The operations of a society 
are generally restricted to one viUage, but sometunes, though rarely, 
embrace more than one Normal credits are fixed on the basis of the 
members’ requirements and the managmg committee are empowered to 
grant loans as needed Loans for purposes other than productive are 
not generally encouraged The society obtams its funds to some extent, 
fiom its paid-up share capital, and from members’ and non-members’ 
deposits, but its mam source of finance is the Central Co-operative Bank 
which provides the necessary cash to these village societies There were 
4,309 such societies in the Province m the year 1928-29 with a total 
paid-up capital and reserve of Rs 61 lakhs, members’ deposits of 
Es 73 lakhs, loans advanced durmg the year amounted to Rs 165 lakhs, 
and the outstandings were Rs 304 lakhs 

Above the village society, and actmg as its banker, is the District Central 
Co-operative Bank This mstitution is mtended to advance loans mainly 
to the viUage societies Its finance is derived from the deposits of 
members and non-members andtosome extentfromloansby the Bombay 
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Provmcial Co-operative Bank, wkick acts as an apex bank for all these 
District Central Banks There were 19 snch banks in the P^o^^nce at 
the close of the year 1928-29, ivith a total irorking capital of Bs 266 lakhs 
and loan operations amounting to Rs 115 lakhs 

The Bombay Provincial Co-operative Bank is the apex bank on which 
depend the other co-operative banlang mstitutions m the Province for 
financial assistance It has 27 branches in the Province through which 
it has direct relations with the village societies in the districts not 
served by district banks Its working capital was Es 184 laldis, and 
its loan transactions Rs 96 lakhs at the end of the year 1928-29 

The urban side of the co-operative movement is represented by non- 
agricultural credit societies, prominent amongst which, from the view point 
of bankmg, are urban banks The co-operative urban bank is generallv 
an mstitution with hmited liability, and its funds are largely derived from 
dep osits It finances the small trader and the sm all industriabst There 
were 7 0 such banks in the Province with a total working capital of R s 249 
lakhs, and loan transactions amountmg to Rs 199 lakhs, during the year 
1928-29 


43 Government play the role of a credit agency only in so far as they 

Govebkment advances to agriculturists under the Agricul- 

turists’ Loans Act and the Land Improvement Loans 

Act Such loans are made at moderate rates of mterest (now 6 76 per 
cent ) either for meetmg the agriculturists’ current needs or for their 
special needs, or for carrying out works of land improvement Recently, • 
however, advances under the first Act have been restricted in ordinary 
times to certain special tracts and backu^ard classes, or to small special 
needs as those due to famme and flood, and tagavi advances are 
ordmarily made mainly for purposes of land improvement 

44 In our enumeration of the existmg credit agencies for the Province- 

we have to take into account several other agencies^ 
THEE QENciEs ^ exportmg firms and merchants, adatyas or 

dalals and landlords who make advances to the cultivator during 
the process of production or marketmg, also larlJmndars, who finance 
small mdustries It is not possible, however, to form even an 
approximate estimate of the extent of their transactions In certain 
districts the operations under one or other of these agencies must be 
considerably large 

Industrial finance m the Province is facilitated to some extent by an 
mstitution peculiar to this Presidency, viz , the managing agency system. 
Individuals or groups of mdmduals with large banking resources or 
sufficient credit undertake to provide the current expenses of organised 
mdustries, such as the textile miUs, and in return obtam a percentage 
on the sale of goods produced by those mills They provide themselves 
with funds either from their personal property or from friends or by 
invitmg pubhc deposits on which they pay a handsome rate of interest. 
The extent of finance thus provided is very considerable, but no detailed! 
statistics can be furmshed 
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One otner credit agency may be mentioned There were, dnrmg the 
i year 1927-28, eight private loan compames with a total paid-up capital 
of Es 188 laldis The busmess of such concerns is to lend money, 
negotiate loans and to deal in bills of exchange, but like the private 
banks they also undertake busmess as contractors, merchants manufac- 
turers, traders and commission agents 
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CHAPTEB IV 

AqRIOULTUR \Ii iKDEBTEDXrSR ^ 

'15 OiV(' of llic most, impoitnnt ]>robloms coimected ^Mth the question 
of llio lural economy of tlie ProMuce is that of the 
ParMous mdeblcdness of the agricultural classes A very 
isQuiniLS proportion of the agricultural population is 

born in debt , lives m debt and dies in debt Mo propose in this chapter 
to examine the volume and distribution of indebtedness and to deal with 
lbs causes and the sources from vhich and the conditions on vhich loans 
.110 obtained 

ISTo reliable estimate has vet been made of the total agricultural 
indebtedness of the Piovince as a vholc It is, in fact, extrcmelv 
difllcult to frame such an estimate unless elaborate house-to-house 
inquiries aie made in a largo numbei of Milages throughout the 
ProMiice Even then the information mil not be quite accurate, as 
manv agiicullurists themselves have no clear recollection of their omi 
liabilities and even vhen they June it they arc natiirallv averse to 
disclo'-ing the facts especrdlvto an imestigator vho has not von their 
confidence Kor can rehance be placed on doeumentaiv cMdence for 
It has been found that, in many cases, the amounts mentioned m 
registered documents are not coriect As ve pomt out in Chapter XII. 
mainly as a result of the vorkmg of the DeklJian Agriculturists’ Eelicf 
Act the amounts shomi in such documents are much in excess of those 
aciualh adAanced .ind many a mortgage is disguised as a sale deed. • 
There is besides no source of information regarding repa^ ments, except 
the books of money-lenders, vhich they arc often unmlling toshov,. 
and the void of the boiiovei, nhich is not aluays reliable Loans 
advanced on ]uomissorv notes and bv oral igreemcnt are not recorded 
auyuheie 

Some bioad geneialisations about the state of indebtedness in 
cei tain par t s of the ProMiice Jia ve been ma de in t he course of other official 
inquuK's cained out in the past Tlie Comniis.sion vlucli v as appointed, 
to mquiio into the causes of the Deccan riots of 1875 calculated th.'^t in 
the districts concerned, one-thud of the population uas involved in 
debt, and that tuo-thirds of the debt v.is secured by inoitgagc It 
estimated the total amount of debt at 18 times the land revenue The 
Famine Commission of 1^)01 thought it piobable that at least four-fifths 
of the cultiv ’t 01 s in this Pj o\ nice u ere in delit to some extent Oalcula- 
tions ha^e also been mide bv aarious agencies regardmg the rural 
mdebtodnoss of the vhole comitri' The Famine Commission of 1880 
suiiuised that one-thud of the land-holding class in India geneially uas 
inextiicably iinolved and that at least another third uas in deht.» 
though not to a serious extent Su E Maclagaid estimated the total 
debt of tins country in 1911 at Es 300 crores and fifteen years latci,. 
IMi Darling^ put the figure at Es 600 crores 

'AqnitiUurai Indcblcdncsi iti Ind'a, I'Ul 
'Ufa Punjab Ptamnl i7i and Diht 
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The problem of agricultmal indebtedness is not a new one, nor is 
it confined to this country In fact, m almost every country in the 
world, particularly where peasant proprietorship prevailed, the agricul- 
turist, m the past, found it necessary to borrow as he does now It is 
true that m a self-sufiS.cing village orgamsation, the need for borrowmg- 
was not as great as it is at present, but there was some need for it even 
then Thus the money-lender has existed for centuries and has formed 
an integral part" of the village economy With the mtroduction of the 
new system of admunstration and judicial procedure under British 
Buie, which we refer to elsewhere, the agriculturist’s credit increased 
and with it his mdebtedness and complamts about the pressure of 
debt were heard even as early as the middle of the last century. 
We thus fiud Captam G Wmgate, Bavenue Survey Commissioner, 
complammg in 1852 that all grades of people were fallmg under the 
curse of debt and that unless ihmgs altered, the greater part of the 
property of the commumty would be transferred to a small moneyed, 
class and the bulk of the population impoverished 

46 In Chapter II, we have divided the Provmce mto five more or less 
natural regions For the purpose of ascertaimng 
BOOTtsG volume of indebtedness, however, we found it 

necessary to group difierent parts of the Province mto ten tracts, 
on the basis of similanty in (1) soil, (2) rainfall, (3) crops and 
(4) agiicultural and busmess efficiency 

Thus Gujerat is divided mto two tracts — North Gujerat and South 
Gujerat — ^the dividing Ime being the river Narbada Unlike North 
Gujerat, South Gujerat is immune from famine and has also, on the 
whole, a superior sod The two districts of Khandesh, which have been 
described m Chapter II as a sub-region of the Maharashtra, together with 
the contiguous cotton growing talulas of Malegaon and Nandgaon of the 
Nasik district, have been taken as a separate tract The rest of the 
Maharaohtra, and the whole of the Karnatak, except the districts of 
Sholapur and Bijapur, have been divided mto thiee sub-tracts The hdly 
portion with a poor soil but an assured ramfall is grouped with the 
Konlcan where conditions are simdai The stiip of land withm about 
forty milesto the east of the Sahyadriponstitutes a transition between the 
regions further east and the Konkan and is treated as a separate tract 
Here the sod and cultivation are superior to those of the Konkan tract 
and the ramfall, though not so plentiful and certain as m the latter, is 
not precarious The large areas mcluding the Sholapur and Bijapur 
districts to the east of the transition tract form a distinct tract with 
a highly uncertain rainfall A part of this tract grows cotton. 
The area is therefore, divided mto (1) Famine tract (non-cotton) 
and (2) Famme tract (cotton growing) The Barsi talulca, which 
IS distmctly better than the rest of the Sholapur district, is 
mcluded m the transition tract Again, the most important canal areas 
m the Presidency proper have been formed mto a separate group. 
These are situated m famme districts but grow rich crops which require 
a’ large amount of capital In this group are also mcluded the Bassein 
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ialvla of the Thana district and the Sirsi and Siddapur ialuJM^ of the 
Kanara district as all the three groiv rich crops req^iiiring considerable 
finance and as the proportion of the acreage under these crops to the 
total cropped area is considerable Lastly, the areas inhabited by the 
aboriginal tribes have been grouped together in a separate aboriginal 
tract in spite of some dissimilarity in climatic conditions The 
financial needs, the credit position and the economic outlook of the 
bJnls of the Panch Mahals district bear greater resemblance to those of 
the hhils of the distant district of West Khandesh than to those of the 
other agriculturists in the neighbourmg tahdas As regards Sind, the 
whole region has been taken as one tract The map facing page 39 
will show at a glance the ten tracts Avhich for the sake of convenience 
are named as under — 

1 North Gujerat 

2 South Gu 3 erat 

3 Khandesh *> 

4 Konkan 

5 Transition tract 

6 Paminc tract (non-cotton) 

7 Fammc tract (cotton growing) 

8 Canal tract 

9 Aborigmal tract 
10 Sind 


47 The information regarding agricultural indebtedness contained in 
this chapter has been obtained from (1) the reports 
ATFKiAL usre economic surveys of the five villages *■ 

in the Broach and Dharwar districts conducted by our investigators 
and the reports and statements prepared after house-to-house 
inquiries in 53 nUages by persons specially entrusted by us vith 
the ATork, (2) reports for 199 Aullages received from the officers of 
the Eevenue and Co-operatiAC Departments and others A\ho at our 
request carried out investigations, some of AA’liich are based on house-to- 
house inquiries and (3) publications regardmg inquiries mto the economic 
conditions of eight Aullages f For the Presidency proper, the number 

of families for AAffiich information Avas available from the three sources 



The live villages arc situated in different tracts and are more or less representative 
of those tracts The following are the names of the villages uith the tracts 
they represent — 

Village Tiact 


1 Khanpur Deh 

2 Sajod 

3 Advisomapur 

4 Sangur 

5 Bhadrapur 


North Gujeral 

South Gujorat 

Konkan 

Transition tiact 

Famine tract (cotton growing) 


t Land and Labour in a Deccan village by Dr H H Mann, Study No 1 and Study 
No 2 Eeport of an Economic Survey of Aladar village, AVagra Taluka, by 
Mr 6 C Mukhtyar Life and Labour of a South Gu]orat village by Mr G C Mukhtj ar 
A Social and Economic Survey of a Konkan village by Mr V G Ranade Report on the 
investigation of the Economic Condition of the two villages, Pangri and Khedgaon, 
bj Mr R W Patwardhan Some Village Studies bj’- Messrs Ghurye and. Deshpando 
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-was 2,501, 7,709, and 1,479, respectively, % e , 11,689 m all ' For Smd, 
mformation was available only from tFe&st source for 4,090 families 
The information collected by oiirinvestigators and by persons specially 
entrusted wutli that wmrk and the information contamed in tbe publica- 
tions mentioned above may be takenas fairly reliable Other information 
cannot be considered equally trustvvorthj’- for, though gathered from 
local sources, it is to some extent based on guess work The material 
that appeared to us to be unreliable has been left out of account 

48 The tracts mentioned above are treated separately From the 
information available ive have taken the averages 

Method or Cae- for each group in regard to indebtedness per head* 
cDLATioN debt per acre and debt as multiple of land assess- 

ment and applied these as bases for arrmng at the indebtedness of that 
group For the Presidency proper, the agricultural population of each 
tract IS multiplied by the average amount of debt per head and that 
gives a figure of indebtedness for the group concerned Similarly, the 
average debt per acre, and the debt-multiple of land assessment are 
multiplied, respectively, wuth Ihe total net cropped'- area and the total 
land assessment of the group, and two separate figures of total 
indebtedness are thus arrived at Debt per acre and the debt -multiple 
of land assessment include the debts of those who have no lands 
The burden per acre and per rupee of land assessment will, therefore, 
-appear lughor as the debts of landless persons also -will spread over the 
acreage and land assessment 

For Sind, the estimate of total debt on the basis of debt p(5r head 
IS made on the same Imcs as in the Presidency proper But the debt 
per acre and the debt-multiple of land assessment are calculated from 
the debts of landholders only as asrertaincd through village inquiries 
'These were used for arriving at tivo separate estimates of total 
indebtedne‘=s of the landholders of Sind Again, the average debt per 
Jandholder is multiplied by the number of holders for findmg out the 
indebtedness of their total Further, the average debt pei landless 
person is multiplied by the number of cultivatmg tenants, imclassified 
cultivators, farm servants and labourers and their dependants The 
resulting figure ivhich represents the mdebteclness of landless persons 
IS added to the three separate figures of the debts of landholders 
obtained by tliree different methods to arrive at the total indebtedness 
of Smd 

Except in one or two tracts the estimates arrived at through the 
methods mentioned above did not show great variations, and for the 
Province as a ivhole the variations were mconsiderable In a majority 
of tracts, the figures of debt ascertained through the debt-multiple of 
land assessment were accepted practically without alteration ‘In 

cropped area was preferred to cultivated aiea as it u as found that in some districts 
the area under crop was much smaller than the cultivated area, cp, in Eatnagiri, only 
-about 26 per cent of the cultivated area "was under crop As the villages selected for our 
inquiries did not show anj such disproportion hetveen the two hinds of areas, it u ns 
thought safer to take the not cropped area as the basis for generalisation about the 
volume of debt 
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others it was thought proper to make some changes aftei talnng mto- 
account factors such as the types of the villages under mquiry, tenure 
of land, etc To the figures so arrived at is added a lump sum tO' 
cover the debts of certain holders of alienated land who vere not 
included in the village enquiries 

49 The results of these calculations are embodied in the following’ 
Totai debt table — 



ISTumbcr of 
agricultural 
famlllesC*) 

1 


Debt 

per 

famllj 

ITctdebt per* 
acre 

Average 

land 

assess- 

! 

1 Dcbt- 
mnlti- 

» Tracts 

Total debt 

i 

Net 1 
cropped 1 

i 

Culti- 

vated 

ment 

per 

cultl ' 
vated ] 
aero 1 

1 pie* oi 
; land 
' assess- 
ment 




Its 


Its 

' 

Rs 


Korth Gujerat 

2,20,400 

7,30,00,000 

J40 

24 ' 

20 

! 15' 

IS 

South Gujerat 

77,000 

4,25,00,000 

361 

62 1 

52 

32 ; 

15 

Khandesh 

2,04,200 

14,00 00,000 

6S5 

42 

40 

1 0 ' 

25 

Konkan 

5,17,000 

7,00,00,000 

136 

23 

13 

11 

I 12 

1 

Transition tract 

2,40,000 

0,60,00,000 

270 

10 

13 

j 0 0' 

i 14 

Famine Tract (non- 
cotton tract) 

2,20,000 

5,40,00,000 

245 

* 

8 

0 

! 

1 

i 12 

I 

Famine tract 

(cotton gro-wing) 

1,40,000 

4 

' 0,00,00,000 

428 

10 

13 ; 

1 0 6 

' 22 

Canal trajt 

1,10,000 

5,25,00,000 

477 

33 

29 

! 1 4 

21 

Aboriginal tract 

72,000 

2,50,00,000 

347 

24 

18 

j 0 0 

1 

20 

Frcaldcnoa proper 

18,00,000 

58,40,00,000 

324 

1 21 

17 

1 

1 1 

17 

Sind 

0,65,800 

17,00,00,000 


42 

19 

1 2 

1 16 

Presldcncj incliid- 
ing Sind 

24,30,400 

75,40,00,000 

300 

24 

18 

1 

1 

1 

1 

10 

Debts of persons 
with alienated 
landreaenue, not 
otherwise taken 
into account 


5,00,00,000 


) 


t 

1 

1 

i 

\ 

i 

1 

\ 

1 

1 

! 

AVliolc Province 

inclusive of all 
tracts and debts 

24,66,400 1 

j 

81,00,00,000 

320 

26 

1 

20 

\ 

1 

j 1 3t 

I 

i IBt 


The total agricultural debt of the whole Province thus works out at 
Rs 81,00,00,000 We repeat, hoAvever, that although great care was 
taken in arri'vmg at the estimates, the conclusion is based on generalisa- 
tions and can have no pretension to absolute accuracy 


50 The debt works out at fifteen tunes the total land assessment,. 

and at Rs 26 and Rs 20 per net cropped acre 
and cultivated acre, respectively The average 
debt per family comes to Rs 329 The total debt forms about 53 per 


Disteibdtioa 


•These 'ire ■woiKed out from the figures of total debt ■which includes the debts of landlcf- a'^ 'Well as 
landholding persons 

t These figures are based on land revenue including alienated land re\enue 
(1) A familj Is taken to consist of ll^ e members 
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cent of the average value of the total agricultural produce of the 
Province and is nearly two and a half times the annual cash require- 
ments for agiicultural operations The total mdebtedness of Sind hears 
a lower proportion to its annual financial agricultural requirements 
This IS due to the fact that the average Smd agriculturist depends more, 
on the money-lender for his current agricultural needs than does his 
confrere in the Presidency proper 

Khandesh has the largest burden of debt per family, South Gujerat 
stands second, and the canal tracts third The figure for the canal tract 
IS somewhat lower than would ordinarily be expected, but it is to 
be remembered that, in such a tract, the acreage under canal irrigated 
crops, especially rich crops like sugar cane, forms only a small proportion 
of the total cropped area in the tract The number of families 
growing those crops is also small, compared with the total number 
of families in the tract Smd, which is supposed to be heavily indebted, 
shows an average of Es 259 which is lower than that of any other 
tract except the Konkan This appears to be due to the fact that the 
proportion of landless to landholding persons is larger, in Smd than in 
any other tract and the average debt of the landless community is lower 
than that of the landholders The Konkan stands at the bottom with 
the average of Es 135, probably because the income of the agriculturist 
IS supplemented by earmngs outside and because the financial require- 
ments for carrying on agricultural operations are small 

The mdebtedness per net cropped acre is heaviest in South Gujerat 
the amount bemg Es 52 Ehandesh and Sind stand next with Es 42 
The lowest average per acre is found in the Famine tract (non-cotton) 
with Es 8 only The Konkan, Transition and Famine (cotton growing) 
tracts have an average of Es 13 and stand above the famine tract (non- 
cotton) We may, however, pomt out that higher mdebtedness per 
acre does not necessarily mean a correspondingly heavier burden An 
acre of good land may requue large capital and yield good income 
whereas an acre of inferior land may requue less capital and yield less. 
From the pomt of view of assets also, an acre of land denotes different 
values at different places An acre of land in South Gujerat may bear 
a burden of Es 52 with greater case than u ould an acre of land in the 
Eastern Mahals that of Es 24 

51 Turningnow to the question of the debt-multiple of land assess- 
ment, we may obser\’-e that it uould indicate the 
LA^^D capacity to bear the burden of debt better than any 

other test Fromthispomtof view Khandesh takes 
the first place uuth a debt-multiple of 26 follou ed by the famine (cotton 
growing), canal and aborigmal tracts with 22, 21 and 20, respectively 
These figiues go to show that cotton-growing areas in the Deccan and the 
Kamatak have debts even heavier than the canal areas It has to be 
remembered, however, that if only irrigated lands were taken into 
consideration the debt-multiple would be much higher in the canal areas. 
Besides, for canal lands the debt-multiple of mere land assessment 
would not reveal the correct position The irrigation charges paid by 
the agriculturist vull also have to be taken into account For the 
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villages where such enquiries were made, the debt-multiple of both land 
assessment and irrigation dues came to 8 only It is not suggested 
however, that this debt-multiple would mean the seme thing as a 
corresponding debt-multiple of land assessment in the case of ordinary 
'lands 


The debt-multiple for the aboriginal tract is fairly high Our mquines 
showed that this multiple was much lugher in the case of villages where 
the old tenure was prevalent In several cases the multiple went beyond 
100, indicating that the backward hlitl or Jiiu-yc/w would borrow up to the 
maximum limit of his credit In villages wheie the land was held on the 
lestricted tenure, indebtedness was naturally much less 

For Sind, the debt-multiple is 16, but if the debts of landless persons 
ure excluded the multiple works out at 10 only 

Our intensive surveys and other enquiries show certain other tenden- 
cies also The coastal tract of the Broach district — and this is probably 
true of the rest of Gujerat — ^is more heavily indebted and involved than 
the inland tract The following table indicates the difference — 


Iract 

1 

Amount ] 
per Iioad i 

1 

1 Amount 

1 pel ncro 

i 

j 

Multiple 
of land 

ISSCSS- 

mont 

Percent- 
age of 
debt to 
the value 
of total 
annual 
produce 

1 

Percent - 
! }gs of 
i families 
free from 
j debt 


1 

, Its 

1 1 

i 

Its 1 

i 


i 

Coastal tract 

lo2 

40 1 

18 7 

170 

12 5 

Inland tract , 

1 

80 

1 

29 

7 2 

03 

27 5 


52 Our investigator in Dharuar conducted intensive surveys at 
three villages — one situated in the famine tract 
..PEctui I^Q^J^u^s (cotton-gromng), one in the tiansition tract, and one 
on the hilly tract included by us in the Konhan The tendency regardmg 
distribution disclosed by these suiveys is that the volume and incidence 
of debt falls as one passes from the famine (cotton-gi owing) to the Konhan 
tract This result is in agreement with the results obtained for the whole 
tract, as mil be seen from the following table — 



i 

» 

1 

Gencial lesulls 

Intensive survevs 

Debt 

1 

Famine 

tract 

Transi- 

tional 

tract 

I 

Konlvnn 

1 

Famine 

tract 

Transi- 

tional 

tiact 

1 

1 

Koukan 


1 

(cotton 

tract 

(cotton 

tract 


1 

1 

growing) 

1 


growing) 




Es 

Es 

Es 

Es 

1 Es 

Es 

Aveiage debt per family 
Debt-multiple of 

1 

land! 

350 

200 

155 

500 

225 

116 

assessment 


20 

15 

12 

23 

1C 

7 
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In the SrJckur ihstrict of Smd, the three talukas of Mirpnr Mathelo, 
Ubauio and Eolm, parts of which consist of hills of wind blown sand, 
have heavier debt and are more heavily involved than the rest of the 
district The following comparative figures wiU make this clear — 


SuLkui Distiict 


Areas 

1 

Amount 

per 

he-'d 

Amount 

per 

acio 

1 

1 

Debt- j 
multiple ' 
of land 
assess 
ment 

Amount 

per 

land 

holder 

i 

Rs 

Rs 

Rs 

Rs 

Jlirpur Mathelo, Ubauro and Roliri 
taluJ os 

61 

64 

21 

620 

Rest of the Suklcur district 

43 

27 

6 1 

284 


Big akd small 
LAUDHOI iDEIiS 


53 It may be remarked that the debt-multiple of land assessment 
does not give a correct idea of the incidence of debt 
in the case of the small holder The incidence of' 
debt in that case can be best judged not through 
the relation of debt to the value of assets, but through the relation of 
debt to net income In the Presidency proper, land actually cultivated 
by the small holder is, as a rule, larger than the holding owned by him. 
The net income of the small holder may, therefore, be kgher than what is 
indicated by the land assessment he pays Hence no general comparison 
between the incidence of debt in the case of the larger landholder, 
and that of the small holder is attempted Our inquiries m 
three villages m the Hharwar district, however, gave the following 
figures — 


Ami age debt considered in relation to lioldeis of different sizes and 
cultivators of different sizes of land 


Name of the village 

Size of 
holding 
in acres 

Average 
debt per 
family 

A-vciage 
debt per 
acre o-wned 

1 

Average 
debt per 
cultivat- 
ed acre 

Remarks 



Rs 

1 

Rs 

1 Rs ! 

1 


Advjsomapur ' 

Over 10’*' 

70 1 

3 3 

4 3 


Do 

10 & under 

126 4 

23 4 

14 8 


Sangur 

Over 20 

736 6 

17 7 

18 0 


Do 

20 & under ! 

176 7 ! 

25 0 

7 8 1 


Bhadrapur 

Over SO*- 

1,106 6 

17 6 

17 1 


Do 

30 & under *- 1 

298 7 

27 8 

14 1 



*A holding consisting of 10 acres or less, has been taken to he a smallholding for Advi- 
somapur The limit is placed at 20 and 30 for Sangur and Bhadrapur, respectively 
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It would appear from those figures that m two out of three cases the 
agriculturist with a small holding is not more heavily involved than the 
agriculturist with a larger holding, even if allowance were made for the 
fact that his income from an acre leased and cultivated bv him is smaller 
than from an acre owned and cultivated by him On the other liand, 
the landless cultivator is worse off thap the small holder in one village 
only 

As regards average debt per landholding and per landless family, w’e 
find that the figures for vSmd arc Its 570 and 11s 1 89, respectively 

51 The percent ages of families free fiom debt to the total are 

PAjrairs larr mentioned holow for those tracts for which fairly 
rnoM DrnT reliable information is available — 


Namo of trncl 

North Giijerat 
Soutli Gnjerat 
IConhnn 
Smd 


Pcrcentnge of families 
free from debt 

21 

23 

29 

13 


The percentage foi the Ivonkan is not so reliable I's that for the other 
tlirec tnet.s For other tracts the information available is too scanty 
to bo used as a basis for generalisation The pereenenges for the five 
\nllngcs which were the subject of intensive surveys arc — 


Village 

Klianpur 

Sajod 

Bhadrapui 

Sangur 

Ad^^bomapur 


Pcrcintngo of famibcs 
free from debt 

6 2 

17 - 

33 3 

36 5 

37 8 


It may be noted that families wnth land sliow a lower percentage of 
freedom from debt than do those wnthoiif lands as can he seen from the 
following statement — 


■ 

Bhndrapur 

Smgui 

1 

Admsoma- 

piir 

Pcrcontago of landholding families froo from 
debt to tho total of such families 

22 C 

27 I 

31 C 

Porcentago of landless families free from debt 
to tlio total of snob families 

62 1 

60 7 

35 7 


This, hoAvcver, is not true of Smd, where the percentage of landless 
families free from debt to the total of such families is a liti Ic less than 10 as 
against the general percentage of 13, which is the percentage of families 
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iree from debi. to all tamilies This indicates a liiglier percentage than 
13 for landholding families Landless families raise the general percent- 
age of families free from debt for the Presidency proper and lotver 
it for Sind 

55 Causes of Indebtedness —'Rural indebtedness forms a melan- 
choly feature of the general economic condition 

GE^EEAI,Eao^-ol^o the agricultural population The pressure 
Conditions of population on the land and the uneconomic 

size of the umt of cultivation have rendered 
the financial position of the cultivator very unsatisfactory The 
amall and scattered holdmgs, winch do not give him Ml 
occupation throughout the year, and the lack of subsidiary industries 
from which he might be expected to supplement his income, compel 
him often to borrow to make both ends meet The difficulties are 
■enhanced by the vagaries of the monsoon which hit him hard, especially 
infracts liable to famme where on an average only one out of three years 
IS good Apart from the expenditure on ceremonials, bad seasons 
constitute the most important factor that compels the agriculturist to 
borrow The prevailmg lack of education and the fatalistic attitude of 
mind make people mdffierent to debt Indebtedness is regarded as 
inevitable and little attempt is made to get nd of it Amongst the larg'e 
landholders a big debt is as often regarded as a sign of prosperity as of 
adversity, and so long as the landlord is well-nourished, well-clothed 
and well-housed and has as many cattle and servants as he wants and 
enough ready money for a wedding or a feast, indebtedness causes 
him no anxiety The money-lender is only too pleased to advance 
him money, so long as there is adequate security, to extract as much 
from him as he can, taking advantage of his unbusmesshke habits 
Many of the debts are generally old and grow at compound interest 
and fresh advances go on accumulating, rendering the account 
exceedmgly complicated It is different with the small agriculturist. 
His requirements are comparatively small He does not and cannot 
borrow large amounts as the security that he can offer is poof He can 
borrow only at high rates of mterest and if once he happens to borrow 
in excess of his limited repaymg capacity, or if some unforeseen 
circumstances prevent him from repaymg his debt m time, his Lability 
swells to an alarmmg extent Once embarrassed, heavy and 
cumulative interest charges make it very difficult for him to extricate 
himself 


56 Ancestral debts generally form a large part of the cultivator’s 

^ ^ habihties These are handed down from father 

An CESTE^L Debts , tt, i . i t t i i 

to son Lven when this debt is overwhelinmg, 

the agriculturist rarely thinks of repudiatmg it though stiictly 

under the law he may not be hable for it and has the power to 

declare himself msolvent This dismclmation to repudiate ancestral 

debt IS due chiefly to the agriculturist’s sense of honour, but partly also 

to the fear that such repudiation might lead the soivcar to refuse any 

further advances to him 
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57 The cultivatoi is generally frugal Often, liis apparent- 

impiovidence is born of sheer necessity and does 
rM^^ovI»^^oF consist in extravagant expenditure or nus- 

application of income it is rather the short-sighted imprudence of a 
man ready to reheve piesent necessity by discountmg future mcome on 
any terms Ills extravagance is limited to an occasional marriage 
or festival Such expenditure, though incurred only once or tmee 
m several yeais, is so heavy that it often cripples liim for life Social 
custom rather than his personal mclmation is responsible for such 
expenditure His chief fault hes m not laymg by in a good year what is 
necessary to meet the visitation of a bad season. His unbusmesslilce 
habits and his mixmg up of loans for productive and unproductive 
purposes are other drawbacks The increased values of land have 
expanded his credit and debt always follows credit With increase m 
credit the debt of the cultivator has a tendency to mcrease 

58 Another cause is the partial ^\lthdra^val of the better class of 

money-lenders fiom the rural areas v Inch are now 
financed to a large extent by the class of small 
soiocais who are generally the moie unscrupulous.. 

In the absence of suitable avenues for employment a gro-wmg number 
of people resoit to money -lendmg and become middlemen The 
goodwill of the lyots is no longer necessary for the prosperity of the 
money-lender Mutual confidence and mutual trust have given vay , 
to mutual distrust and dislil^e It is no longer necessary foi the 
money-lender to depend on the good faith or honesty of the farmer He 
has the ever -ready expedient of a suit at law 
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59 Puichasc or lease of land at heavy prices has also been a fruitful 
source of the agriculturist’s mdebtedness The tem- 
porary inflation of credit with the correspondmg rise 
m prices during and after the War put some money m 
the pockets of agricultiuists This led them to invest m land on the basis 
of the then prevaihng prices ^^Tien there was a slump m prices and credit 
was contracted, piuchasers or lessors of land found that even the whole 
of the mcome from land was not enough to pay the mterest on borrowed 
money or to yield more than a small retiun on the capital mvested.. 
The high prices also led to a temporary mcrease m the cost of cultivatiou 
and to a rise m the standard of living With the fall m prices, 
there has been no correspondmg decrease m either of these, so 
that while expenditure has permanently increased, mcome has 
dimmished 


These are the general causes for the debt for the Provmce as a whole, 
but, as may be expected, they arc not equally operative m all the districts 
or even m different tracts of the same district AVe give below some 
mformation on this subject collected by us durmg our mtensivc inquiries 
m Broach and Dharwar 


For the two villages of Khanpur and Sajod, situated m 
two distant parts of the Broach district, the volume of mdebtedness 



and the purposes for winch the loans were taken are given in the folloiving 
statement — 


Objects and Amounts of Ddehts 
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Khanpur 

fcajod 

1 

1 

i 

1 Ainoinit 

Percentage ] 
to total ' 
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Peiccntage 
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1 

lls 


Eb 


IlcpaMiiont of carlioi debts 

28,727 ! 

14 1 i 

0,891 

4 4 

r.imino and other di^lrc.-s 

01,780 

11 9 

41,060 

20 S 

partial failure of iropa of 





1928-29 





Agiicultmnl expenses 

42,4 11 

21 2 

33,316 

21 4 

Piircha'ic of land 

7,007 

1 6 

3,249 

2 1 

Constriietion of houses and 

29,92 1 

16 0 

31,466 

20 2 

repairs 

Arainape and other tefciiioninlH 

23,110 

1 

i 14 1 

1 

39,043 

25 1 


2,00 0.19 

1 100 
. i 

1,67 on 

100 


Unfortunately, ounng to floods, frost and partial failure of the monsoon, 
the last two or three years have been abnormal and m consequence the 
figures under ‘ famine and distress ’ and also under “ construction of 
houses and repair.. ’ have been very high in both the villages It will be 
seen that marriage and other ceremonies arc responsible for a large 
proportion of the borrowings In Sa 3 od, the expenditure under this 
head u as even higher than that on agricultural needs 
For the three villages m Dharuar the figures are as iiuder — 
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in 
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1 

Current asricul 
tural needs 

2'., 810 

17 2) 

0,330 

0 

18 62 

1 

2,119 

3 

19 8 

2 

Laud inii)ro\c 
mciit and pur 
cln«c of land 

1 !,072 

a 22 

l,o24 

0 

28 i 

1 

o08 

0 

4 7 

1 

Domestlcrcciulrc 

ments 

r. 210 

10 1 

3,400 

8 

13 7 ' 

1 

1,800 

8 

17 2 

4 i 

1 Pajment of old 

1 debt 

70 817 

20 22 

8,010 

0 

25 97 

799 

0 

7 0 

5 

Xrad( 

OjIIj I 

1 3 6 

2,308 

0 

7 0 ! 

1 1 

75 

8 

0 7 

0 

Warn <',es and 
i other cercino 
uials 

23,065 i 
’ ] 

i 

i 17 1 

j 7,350 

1 

I 

0 

21 4 

4,841 

1 

0 

45 6 

7 

Litigation 

28 075 

18 7 

1,000 

0 

2 9 

80 

0 

0 8 

8 

Miscellaneous 

0,011 

3 61 ' 

' 1,0 j 2 

0 

1 0 

270 

0 

3 6 
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1,31,458 j 

100 0 

34,510 

1 

8 

100 0 

10,008 

3 

100 0 
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At Bliadrapiir, a village in the black soil tract, a laige part of the 
■debt taken for current agricultural purposes remains outstanding on 
account of its liabihty to scarcity This also explams why loans for 
p)ayment of rent predominate in this village High rents combined 
with repeated scarcity conditions are responsible, among other reasons, 
for the grovung indebtedness of the peasantry in this tract That is 
why the people in this tract spend less on the maintenance of bullocks, 
and more on bundmg, than m other tracts Fodder is scarce, and it is ' 
necessary to preserve what moisture they can get from the insufficient 
rainfall The figure for Bhadrapur includes a large amount under the 
Bead “ Litigation ” 

Another interestmg point which may be noted concerning both 
these districts is that the amount shown as ancestral debt is compara- 
tively small This is mamly due to the fact that such debts are veij'- 
often renewed by execution of fresh bonds and are then mcluded in 
current debts, and partly to the fact that they are sometimes classified 
according to the purposes for which they were originally taken, and aie 
shown under different heads 

The information collected from agriculturists regaiding the 
objects of then debts should be accepted ^\^th caution In the first 
place, the average agriculturist is mdifierent about the different 
purposes for which he borrows and hardly ever remembers details about 
ins borrowings accurately Secondly, he has almost invarably a running 
account with the soiocai wherem his repayments go towards the discharge 
of the oldest debt and fresh loans appear as outstanding, whatever the 
objects for which the debts may have been incinred For instance, let us 
assume that an agriculturist borrows Bs 300 for a weddmg Later, he 
borrows Es 150 for seed or manure At the harvest time he obtains 
Bs 410 as sale proceeds of his crops He pays the whole amount to his 
sowcar who credits Bs 108 towards interest and the rest towards the 
repayment of the first loan The outstandmg of Bs 148 would then 
appear to be a debt on account of seed and manure and not on account 
-of marriage although it is the burden on account of marriage under 
which he is still groaning 

60 Effects of Indebtedness — One of the natural efiects of mdeb- 
tedness would be the transfer of land from 

Tbansfeb or land agriculturists to non-agriculturists Information 
about such transfers is collected by the Bevenue 
Department every five years and is embodied in 
the followmg statement, which shows the area held by agriculturists 
und non-agriculturists in each of the five divisions for the years 1917, 
1922 and 1927 
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Quinquennial Statement of Holdings in Government Aieafoi the 
Revenue yeais endiiig 31 sf July 1917, 1922, 1927 




ignculturistE 

Xon Agricnlturists 

Division 

Year 

! 

Xo ot 

Area held 

1 

Xo o{ 

Area held 




[ j 





Persons 

KhaUa 

Inani j 

Persons 

Khalsa 1 

Inam 




Acres 

, Acres 

! 1 


Acres 

Acres 


1917 

403,840 

i i 

2.473,188 571.170 

78,887 

j 

720,369 

330,825 

Xortliern Divi 



1 

aion 

1922 

424,007 

2,417,484 

549,108 i 

79,900 

790,497 

372,756 


1927 

420,974 

2,350,162 

345,141 

86,638 

890,846 

302,042 


1917 

836,561 

11,727,430 

1 138 337 

77,248 

1 574,583 

242,946 

Central Dim 





Sion 

1922 

854,779 

11,602,165 

1,085,053 

70,408 

1,511,089 

251,237 


1927 ■ 

1 

915,319 

11,654,366 

1,003,429 

1 

87,403 

1,573,496 

231,088 


1917 

550,805 

5,909,544 

1 

1,783,823 

29,330 

312,280 

31,624 

Southern Divl- 


Sion 

1922 

500,797 

5,931,840 

1,834,130 

30,235 

335,303 

' 60,402 


1927 

■ 593,010 

5,790,007 ^ 

1,851,942 

1 31,496 

1 

313,086 

30,189 


1917 



Sol xn exist 

Lncc, 


1 

Boinhav Suhur 








ban Division 

, 1922 1 

j 

2,867 1 


23 

2,530 

11,815 

18 


1927 

2,302 

5,304 

9 

1 080 

10,328 

15 


1917 

166,098 

1 

6,303,141 

i 

533,356 

30,276 

1 

846,311 

610 

Sind 




1922 

175,125 

0,207,011 

586,542 

1 33,100 

874,008 

82 


1927 

188,552 

7,287,562 

361,889 

30,008 

i 

801,049 

1 1 

15,947 

1 


The information given above is vitiated by one important 
factor Until recently, there 'were no clear instructions as to how the 
•classification was to be made and it wms left, more or less, to the 
village officers to classify the holders as agriculturists or non- 
agriculturists, according to their own notions In consequence, several 
persons were classified as agriculturists who did not realh’' belong 
to that class For example, successful money-lenders, ivho had 
acquired lands from their debtors, were pui down as agriculturists 
In the Delddian Agriculturists’ E.ehef Act an “ agriculturist ” is defined 
as one who derives his income prmcipaUy from agriculture The more 
successful the soivcai was in acquiring lands either from his debtors or 
by purchase, the more entitled he was to be called an agriculturist 
In spite of such defects in classification, “we find that in the 
ISTorthern Division the area held by the agriculturists diminished durmg 
the ten years by nearly lakhs of acres whde that held by non- 
agriculturists increased by nearly two lakhs of acres In the Central 
Division while the area held by the agriculturists decreased by nearly 
1,20,000 acres, that held by the non-agriculturists decreased by only 
12 000 acres In the Southern Division the area held by both the 
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Aoricultueist 
Money lender 


agriculturists and non-agriculturists increased during the first quinquen- 
nium and decreased durmg the next, there being a net decrease of 42,000 
m the former case, and mcrease of 6,000 in the latter In Smd the area 
held by the agriculturists appears to have increased by 8,00,000 acres and 
that held by the non-agricultunsts decreased by 30,000 acres durmg the 
last ten years Figures for Sind arc, however, unreliable as there appear 
to have been serious mistakes in the classification It seems that in Smd 
even money-lenders and retired tradexs who, after giving up busmess, 
derived their income from land acquired by usury or mcome derived 
from other sources were classified as agriculturists Many hanias and 
others who appear in the lecords in 1915 as non-agriculturists were 
included amongst agriculturists in 1925 

61 Another factor to be borne m mmd in considermg these figures 
IS the rise of the agriculturist money-lender We 
find that m the Southern Division especially he has ' 
begun to play a very important part Land trans- 
ferred from an agriculturist debtor to an agriculturist creditor would 
find no place m the foregomg statement which would not, therefore, 
reflect correctly the efiect of mdebtedness on the transfer of land from 
the debtor to the creditor These figures, however, mdicate a tendency 
that lands are passmg from agriculturists to non-agncultunsts, but as 
they are not quite rehable it would not be safe to draw any defimle 
conclusion from them 

62 Two mstances may be quoted to show that lands have actually 
passed mto the hands of non-agriculturists In his 
economic survey of a Konkan village Mr V G- 
Ranade found that out of 192 acres of the 

cultivable land m the village that once belonged to the old inhabitants 
of the village as much as 111 acres had been transferred to absentee 
landlords The cultivatmg farmers at the time of the mqiury held 
only 78 acres of land and out of these, 64 were already mortgaged This 
tendency is naturally more pronounced m backward tracts From the 
mquiries carried out at our request by the District Deputy Collector 
W D , West Khandesb, m two mavcln villages it was found that m 
one village out of the 260 survey numbers which were in possession of 
'inavchism. 1904, all except 137 had passed mto the hands of sowcars and as 
holders of these 137 survey numbers were also m debt, most of the remain- 
mg land was hkely to be transferred to sowcais durmg the next few years 
In another village out of 201 survey numbers 34 were on the old tenure 
and 172 on the new tenure Out of the 34 survey numbers 23 have, since 
1911, already been transferred to sowcars and the owners of the remammg 
11 are heavily involved and will in all probability lose these lands 
before long The 172 survey numbers held on the new tenure remain 
with the mavchis 

63 Debt itself is not always an evil, but it can only be justified m 

the hght of the purpose for which it is used Most 

rrarosE orraBT agricultimsts in the Province are 

for unproductive purposes Debts incurred for 


Instances of 

TRANSFER OF LAND 
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productive purposes sucli as seed, bullocks and manure turn out to be 
unproductive wben seasons fail Such debts form a considerable part of 
the total debts, especially m the famme zones AVhen loans are taken for 
land improvement, the general results nnght be profitable to the cultivator, 
but most of the loans n this provmce are not for productive purposes and 
being either ancestral or cumulative or for unproductive purposes, the debt 
of the agriculturist goes on mcreasmg and, as a result, reduces the mcentive 
to work It is not that the agriculturist repays too httle , he often 
lepays too much It is the high rate of mterest, and the malpractices 
which are followed by the money-lenders that tend to perpetuate his 
state of mdebtedness Compound mterest and bad years mcrease the debt 
and the general standard of hvmg and efficiency are lowered when the 
debt gets heavy It is natural that when a large part 'of the produce goes 
to the creditor m the shape of mterest, the debtor has no incentive to 
improve his land or his general condition m hfe 


61 Sowces of Loans — The most important source of loans at 
present is the money-lender firstly, the petty 
(«) L^^DEI^ iiioney -lender of the village secondly, the rich 

banker or trader of the town and thirdly the agncultunst who has been 
able to lay by some capital out of which he makes small advances to his 
neighbours The %T.llage money-lender, who often combines petty 
trade ivith his money-lendmg business, plays the most important part 
at present He advances gram for seed or subsistence and money upon 
ph'dge, moitgage or other good security The rich banket or trader of 
the town finances agriculture generally by lendmg to the better class 
of agriculturists and sometimes to others also The agriculturtst money- 
lender has been rising m importance in recent years and is already 
a'jsummg a more prominent position in village finance m ceitain 
districts, e g , Dharwar Though often graspmg he is easy m his 
dealings with his brother agriculturist and is under the influence of 
public opmion in the -^ullage 


bo The next miportant agency is the co-opeiative society The 
(^^) Co opERATi\F played by this agency will be described m 

Society Chapter XI 

66 Eriends and relatives play an nnpoxtant role m some areas, 
\ui) Other Aoen as mdicated by the report of our inquiries m 
Dharu ar The percentage of finance provided by 
them in the three villages of the Dharu^ar district varied from 
15 to 18 Another agency is Government whose advances 
except m tunes of scarcity or distress are comparatively small 
At present the percentage for North Gujerat is 10 The large percentage 
m this tract is due mainly to floods and bad seasons The landlord 
IS an important figure m the milages mquued into by us m Smd Very 
often he lends only his credit and not his cash He stands sruety 
for loans made by money-lenders or co-operative societies to his 
tenants 
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Tlie percentage of finance proMdcd by difterent agencies in the 
five villages investigated by our investigators aie given in tlie 
following table — 


•V 

Source'! of debt 

Percentage of a mount of debt to the total 

1 

Bhndrn- 

pm 

Sangur 

Ad VI so 
innpur 

ILlian 

pur 

1 

Snjod 

Agucultunsts 

1 

1 

2G 7 

j 27 0 

j 

10 9 



Relatives and 

10 7 

IS G 

15 0 



fnende 





1 

Landlords (rent'; 

1 8 


2 '5 



dut) 






Landloids and local 





1 15 7 

sotccars 




j ' 21 1 


Dalals of agncul 

4 8 

8 i 




turnl produce 

i 

- 

1 

! )7 t 


Soujcars 

2S 1 

11 0 

21 7 

1 


12 0 

1 

Wage earners 

7 

1 7 

1 

4 0 1 


' 

liaders 

8 1 

> 5 

J 0 

li 7 

1 

12 

Joint stock bank 


0 5 


\ 

1 

1 


Imjierial Rank 

0 } 




I 

G 0 V 0 r n ni 0 n t] 0 o 



S 7 


(Tagavt) 




t 

Co opeiativc rudit 

9 .! 

27 9 


11 0 

I " 5 

sooieti 

1 





Mi‘;collnneous 

‘2 0 

1 

■> 0 

\ 

) 

Total 

100 i 

100 

1 

I 100 

1 100 

i 

1 

o 

o 


lU- 
1 inprt'- 


67 Except those given bv the co-oporativc societies there are 
hardly any organized credit facilities available at 
EKI5>TI^o ( iitDn present foi discharging old debts When the season 
fnuto™'^DrBTs, good and the pnee is favourable, the cultnatf-r 

tries to rcjiay out of his profits, otheiwise, if 
the soiicai piesses for pa}Tnent, he has to resort either to a nev 
money-lender or to a co-operative society, if he is a member of it. 
The village co-operative societies advance loans ordinarily up to 
Es 750 to their mcmbeis for redemption of their debts, but 
the hunt can be enlianced with the sanction of the Eegistrar Some 
co-operative societies have v orked out schemes for ledemption of them 
members’ debts and have been advancing loans for this purpose from 
funds borrowed fiom central banks It can, however, be said that not 
much progress has been made by the co-operative moimnient in this 
direction The funds at the disposal of these societies are usually 
short-term funds and cannot be employed for giMng long-tenn loans for 
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ledemption of debts Land mortgage banks have been started m three 
districts We describe their organisation m Chapter VI We may^^ 
however, mention here that these orgamsations have only been very 
recently started and serve only two districts and one taluLa 

68 The ra1 c of mterest naturally varies from tract to tract and 
depends upon the credit of the borrower and the 
RATi,s 01 Iml- secuiity offered The folloivmg, however, may be 
^ taken to be the most usual rates charged by sowcats 

m the diflerent tracts — 

1 South Gujerat 

2 T’amme Tract, Deccan Karnatak (non-cotton) 

3 Canal tiact 

. 4 Bdiandesh and Nasik 

5 Famme Tract, Karnatak (cotton groivmg) 

6 Famine Tract, Deccan and Karnatak 

7 Aboriginal tract 

8 North Gujerat 

9 Konkan 
10 Smd 


Per cent 
12 
24 
18 
18 
18 
18 
24 
12 
18 
36 


The rates of mteiest mentioned m the table are for loans 
on personal security, and represent those most usually charged In 
practice, there is a wide diveigcnce m mdividual cases m the same tracts 
To take an instance. North Gujerat would show numerous agriculturists 
m parts where agricultural conditions are unstable, paymg a rate of 18 
or 24 per cent On the other hand, it can show many substantial Pahdm 
agriculturists in the Kaira district, obtaming finance at very low 
rates. 


Co-operative societies usually charge 10 per cent , but m some 
places the rate is 9|, while m others especially m the famme and 
aborigmal tracts, the most common rate is 12| per cent Landlords 
who, however, do not play an important part usually charge 9 per 
cent m Gujerat, Khandesh and Nasik, 12 per cent in the Konican and 
24 per cent m the famine tracts 

In. the Presidency proper, it is the non-cotton and the aboriginal 
tracts that have to pay the heaviest rates, the first because of 
the uncertainly regarding their capacity to repay loans at harvest tunes, 
and the second because they are baclcward, careless about expenditure, 
mifamihar with busmess matters and largely dependent on the sowcm 
Smd rates are the heaviest of all and indicate the baclcwardness of the 
average cultivator and the hold of the soivcai on him 

The rates charged by commi=sion agents and gm owners are generally 
lower than those prevailing m this locahty as one of the conditions 
of Gio advance is that the produce is to be brought to them for 
sale 



The follo^\ mg stotcmont showing the prevailmg rates m the three 
difterent tracts of the Dhaiisai clisfcrict 11111 be found intercstmg — 


Yillngcs hnvjiig co oporntiie 
credit societies 


Rate of Inteic^t on loans 

Tamino 

tract 

(cotton 

growing) 

Transition 

tract 

! Konkan 

1 

1 

1 

1 

Bhndrapur j 

1 

“ 1 

1 

1 Rangur 

i 1 

Advi Sonia- 
pur 

Total debt 

1 1 -.1,458 

‘ I 

1 

34,516 8 ’ 

10,G0S 3 

Total amount of interest that nnmialh 

1 20,403 

4,407 0 

2,127 0 

accrues 

Average rate of interest on the nhole debt 

j ! 

1 IS 50 

12 77 

20 05 


Inquiiies in this district sliou that many of the loans taken from friends 
and relatn cs arc free of interest This fact aflccts the figure of the 
average late of mteresi mentioned in the statement These loans are 
gencrallj’’ given to help the borrower to peiform a marriage ceremony 
oi to free himself from old debt Villages inth co-operative societies 
have usually a lower rate than those w'lthoiit it Loans from soiicars, 
carrymg a rate of interest lower than 125 , given only on mortgage 
security 


69 It IS the general impression tliat most of the loans given to 
„ agricnlturisth arc now-a-d.ns advanced on the 

♦Skcuiiity ^ ^ 

security of property The following statement 


showing the percentage of secured debt to the total w 
that this IS not really the case 

ould go to show 

Distiiot 

Percentage of 
secured debts 
to tho total 

South Gujerat 

27 7 

Famme Tract, Deccan and Kariiatak {non-eo11on) 

at) 

Khandesh 

35 

Famine Tract, Ivarnatak (cotton growing) 

36 5 

Transition Deccan and Kainatak 

28 1 

North Gujerat 

29 

Konkan 

32*2 

Smd 

27 3 


The comparatively low figures of peiecnlages are cjcplamcd by 
the fact that small loans <ire almost invaiiablv given on personal 
seciiiity, and m the case of some of the larger Joans, sale instead of 
mortgage is insisted on by the creditors In the pieccdmg table the 
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total debts, in relation to which percentages of secured debt are worked 
out, include the debts of landless persons Were only the debts 
of landholding persons taken into account, the percentages would show 
a rise of 5 to 7 As they are, the percentages vary from 27 7 in South 
Griijerat to 36 5 in the cotton growing famine tract On the nhole the 
famine tracts and the Khandesh show' a higher percentage than the 
other tracts for which mformation is available The percentage for 
Sind IS 27 6 if all the debts are considered and 43 if the total debts of 
landholdmg persons only are taken into account 

70 When money-lenders are also shop-keepers and commission 

Sale or peodtjce agents, they often make it a condition that the 

TiiEouGH MONEY- agriculturists’ produce must be sold through them 
This IS true especially m the case of commission 
agents, whose main object in financing agriculturists is to expand their 
own business by sale of produce However as we point out in 
Chapter YII, except in Sind, East Kliandesh and the a borigmal tracts, 
the fact of a cultivator’s indebtedness does not usually come in 
the way of his freedom to dispose of the produce in the manner he 
thinks best 

71 The average agriculturist has, as we have seen above, to pass 
General through life, often with a ]^ca^' 5 ' debt hanging over 

his head This is especially the case in tracts 
liable to scarcity It is not, however, so much the amount of the debt, 
as the unproductive nature of the use of the loan and the heavy rates of 
interest it carries, that seriouslv afiect the agriculturist’s financial 
position Attempts at wdiolesale redemption of debt by co-operative 
societies have not always'proved successful, and it has been found that 
some of the persons relieved have again fallen into debt Improvement 
in the general economic position of the cultivator and a change in 
his outlook are necessary, if attempts at redemption of debts are to 
be made wuth measurable chances of success If these conditions arc 
fulfilled, co-operation would be of great use in saving the people from 
debt As the Hoyal Commission on Agriculture savs “ the gieatest 
hope of the salvation of the rural classes from their crushmg burden of 
debt rests in the growth and spread of a healthy and well-orgamsed 
CO operative movement based on the careful education and systematic 
tiainmg of the villagers themselves ” We indicate in Chapter VI 
the importance of land improvement and intensive agriculture for 
increasmg the repaying capacity of the agriculturist wuthoiit which it 
wull be very difficult Joi him to extricate himself from debt 

Attempts aie now being made to provide credit for the liquida- 
tion of old debts by the establishment of land mortgage banks These, 
if properly conducted, should go a long way in sohnng the problem In 
all schemes of debt redemption, howmver, it is essential, that a very care- 
ful inquiry should be made into the character of the borrower and his 
income and ability to repay, and mstalments should be fixed in such a 
way as to enable him to make repayment out of his surplus income It 
would of course, be better for the agriculturist debtor, in many oases, 
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to dispose of part of Iiis land and free himself at once from debt, rather 
than to incur fresh debt to repay an old debt If any debt redemption, 
scheme is td be successful, arrangements must be made for pro^^ldlng 
sufficient current finance both in good and in bad years, so that 
the borrower may not again be driven to take loans frorn soivcmsiox this- 
purpose 



69 


CHAPTER V. 


Credit Facilities eor Current Agricultural Needs 


72 Bombay takes a bigb rank amongst tbe provmces of India for ber 
mdustnal and commercial development Nevertbe- 
„ . , less, agriculture, as vre bave seen m chapter II, 

oELaTJEAL ITieaece IS still tbc prmcipal occupation, or tne oistncts, 
tbe percentage of tbe population dependent on 
agriculture bemg as bigb as 63 6 In tbe Presidency proper, peasant 
propnetorsbip predominates In Smd tbe land is owned by either lug 
zemindais or small zemiwdai s {Uiatedais), but usually cultivated by Jmns. 
Tbe agricultural boldmgs are usually small and fragmented, tbe average 
Mze of a boldmg m tbe Presidency proper bemg 12 5 acres. In Smd 
it IS 38 7 acres Tbe problem of. agricultural credit m tbe Presidency 
proper is thus largely a problem of credit for essentially small men, 
though tbe large landholder is also m need of improved credit 
facibties In Smd tbe situation is different There, it is a question of 
providmg credit for the large zetmndar, tbe Jchaiedat and tbe 
No bankmg organuation which does not provide for tbe needs of tbe 
large number of small men subsistmg on agriculture can therefore meet 
tbe situation 

In every country, organised credit facibties form a characteristic 
feature of modern commercial and industrial organisation and tbe degiee 
of development of such facilities is a measure of its economic progress. 
Tbe agricultural mdustry needs financmg no less than any ot ler 
industry As a matter of fact, tbe predominance of agriculture 
m national economy makes it all tbe more necessary to build up t e 
bankmg orgamsation of tbe country so as to secure for tbe agriculturist 
ample credit facibties for all Ins needs In agriculture a long 
elapses before tbe investment of capital brmgs a return, and t e 
cultivator needs accommodation during tbe mterval As has been 
fecogmsed m other countries, tbe problem of agricultural credit, diffcimg 
as it does m several respects from that of mdustnal and trade ere , 
requires different treatment In tbe unorganised state of economic i e 
m tbe country, tbe cultivator stands by himself, and except when be 
a co-operative society, does not receive tbe benefits which associa e 
effort confers on other organised trades and industries Tbe genera 
sanngs of tbe community bave, therefore, remamed maccessible to bun 
on easy terms Tbe importance of credit facibties to tbe agncultuiis 
so as to secure tbe piovision of capital at a reasonable rate of interesl 
cannot be exaggerated In western countries, though provision o 
working capital is of prune importance, tbe provision of fixed capita a so 
receives attention In this Provmce, however, with its large nuni eis 
of smaU and fragmented boldmgs, yielding a very slender mcome, land 
improvement and tbe capital needed for it bave hardly ciaime 
attention, and capital is requisitioned mainly to meet tbe current needs 
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of agriculture .md for expenditure on various social obligations, sucb as 
those connected v itli v eddmgs and funerals 

01 Agricultural credit falls under tliree heads — 

(1) Shott-iom credit, for the puichasc of seed, manure, implements 
and for meeting the cost of labour, 

(2) Intel mediate credit, for the purchase of cattle and expensive 
implements, and 

(3) Long-icim credit foi purchase of land, land improvement and 
debt redemption 

In this chapter vc propose to deal mlh the first two types of credit — 
short-term and intermediate In some countries, there are separafe 
institutions for these two t)’^pes , in this Provmcc, how ever, the agencies 
supplying short-term credit also imdcitakc the jnonsion of intermediate 
credit In the present stage of agricullural progrc'^s and ivith the very 
high degree of illiteracy prevailing among the niral population, it w'ould 
be unwise, in our opinion to make separate provision for a system of 
intermediate credit 


XCMUl U 
Boanow li s 


or 


74 Before we proceed to discuss the existing credit facilities 
we should like to emphasise the large numbci of 
boi lowers involved Though generalisations arc 
not possible with any approacirto accuracy, our 
owm inquiries and the inquiries of the Indian Central Cotton Committee 
provide a basis for an estimate of the percentages of borrowers to the 
total number of cultivators m the v^arioiis regions of the Piovmce, 
winch are as follows — 


North Gujerat 

71 

Middle Gujerat 

. 82 

Ediaudcsh 

71 

Smd 

91 

Dharwar (Mallad 3’iaet) 

70 

Dharw'ai (Transition Tiact) 

80 

Dharwar (Black Soil Tract) 

80 

Broach 

OG 


The figures show that a very large numbei of cultivatois, ev^en in iich 
tracts, cannot do without credit during the cultivation season, and that 
in Sind almost every agriculturist has to borrow to enable him to carry 
on his work However the average agriculturist in this Province, 
except w’hen he is a growei of commcrc al crops, works not for piofit 
but for subsistence and has, therefore, naturally little or no margin of 
savings even in normal years, and Ins condition in years of drought, in 
consequence, becomes seiious The importance of provoding adequate 

* Taken from the report of the Indian Central Cotton Goinniittce 
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credit facilities at reasonable rates of interest thus becomes all tlie- 
greater 

7 5 The purposes for -which the agriculturist reqmres short-term credit 
are many and various He has to borrow for the 

Ofjects 01 LOANS puTchase of seed, implements, manure and cattle 
he has to borrow to enable him to engage labour 
for weedmg and for harvestmg, rometimes for payment of land 
revenue , and generally, he needs financial accommodation to mamtain 
himself and family before the crops are harvested and sold He 
further borrows for periodical expenditure on weddmgs and other 
ceremomals He makes no distmction between expenditure for 
productive and improductive purposes, and resorts to borrowmg as and 
when necessary, whether the purpose is a productive one such as the 
purchase of agricultural requisites or an unproductive one such as a 
caste dinner on the occasion of his son’s marriage or his father’s death. 
He scarcely feels the need for short-term credit for the disposal of his 
produce 

We have been told in evidence by expeiienced agricultural ofl&cers 
that, m dry tracts not much of outside capital is required to finance the 
current needs of the agiiculturist The agiiciilturist keeps a sufficient 
quantity of his produce to serve for seed for the followung year and has 
no need to purchase it, except when he has been obliged to part with his 
food crops or to sell them to meet his liabilities or when he sells 
his money crops, such as cotton in seed Even when he has to borrow 
for seed, the loan is usually taken in land, the interest varying from 25 
to 60 per cent Capital on a large scale is not necessary for the purchase 
of implements since these aie simple and of a primitive type, and 
the average annual expenditure in this connection is small Labour is 
generally pro^uded by members of the family and additional labour, 
when employed, is partly paid in land In some districts, e p , in 
Khandesh, however, the larger cultivators have to depend mostly on 
hired labour The labourers, who are known as saldais, are hired for 
the year and they insist upon being paid in advance In such cases, 
therefore, labour charges figure prominently on the expenditure side and 
form one of the chief causes of borrowmg Kent and land revenue are 
usually paid after the crop is ready The loans for household purposes 
are also received usually in kind Large amounts are not ordinarily 
required to finance the current needs of agriculture in the dry tracts , but 
in times of emergency such as that caused by an unfavourable season, 
large amounts are temporarily required The varied and fluctuating 
character of the curient needs of the agriculturist is, therefore, a 
special feature of the general problem of agricultural finance, tvhich 
adds much to the difficulties of its solution The case of irrigated lands, 
particularly those under canal irrigation, is diflerent, inasmuch as 
there is a continuous demand for large amounts for manure and other 
cultivation expenses The sugar-cane growers on the Nira canal, for 
example, requue, it is estimated, Es 600 to Es 700 per acre, and a 
much larger amount is necessary for the growers of betel leaves 
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76 To arrive at a proper estimate of the finance req^uired for current 
agricultural n^ecls in tins Province, it is necessary, 
Cash beqhibeme^ts opm^on, to distinguish, between the cost of 

cultivation and tne cash recpixemenls of the 
agriculturists Reliable data for the average cost of cultivation, where 
every item is duly accounted lor, can be obtained from the Agricultural 
Department "We are, however, concerned with the cost of cultivation 
only to find out those requirements of the cultivator for which he needs 
cash or credit A iaige portion of the area in the Presidency is bemg 
cultivated by small peasant propiietois, vho themselves work on the 
fields and utilise the labour of the members of their families They also 
generally try to set apart a portion of their produce as seed and, as far as 
possible, use their oivn stock of manure Allowance has, therefore, to 
be made for all these items in the cost of cull.ivation We have tried 
to find out, in as many districts as possible, the cash required by the 
average cultivator per acre for each important crop and tried to deduce 
therefrom the total cash requirements of the districts and the Province 
It may be noted that even after making all possible allowances for 
payments in kmd, for the cultivators’ ouii capital and for labour 
supplied by themselves and family, ue can arrive only at a rough 
estimate of the finance required for the current needs of agriculture 
According to our calculations the total rcquiiemcnts come to about 
Rs 32^ crores foi the Piosnnce Details are given in the follovnng 
statement — 


t 



I 

Presidency 

Sind 

1 Ordinarj items of cultnation such ns seed, 

outside labour, etc (nctualh pud foi by 
an average agriculturist) 

2 l^Innuro 

3 Plough cattle 

4 Concontrntes for plough cattle 

5 Replacoraont and repairs of implements 

including carts 

C) Maintenance 

7 Land assessment, irrigation dues and rent 

Rs 

21,05,00,000 

50.00. 000 

1.98.00. 000 

1.20.00. 000 
1,10,00,000 

I 00,00,000 

60.00. 000 

Rs 

4.32.00. 000 

* 

15.00. 000 

60.00. 000 

23.00. 000 

3.25.00. 000 

45.00. 000 


28,03,00,000 

9,20,00,000 

Diduct lo per cent for the Presidency and 
5 per cent for Sind on account of porsons n ho 
do not require finance 

-4,25,00,000 

-16,00,000 


23,78,00,000 

8,74,00,000 

Die n hole Province 

32,52,00,000 


Our calculations were made difficult by the fact that very few agricul- 
turists, if any, keep accounts and information had to be mainly 


* Already included in 1 
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gathered from the evidence of officers of the Agricnlttiral Depart- 
ment and from the oral statements of some fairl}' intelligent agricul- 
turists who appeared before us In Sind our task was made somewhat 
easier by the fact that m some parts of that Province, we vere able 
to get particulars concerning the advances made by big zemindars to 
their /iar?sfor cultivation at a certain fixed rate per acre for each 
different crop 

77 The mam source of credit for the cultivator is the soxvcai He is 
Ths'^omcak concerned meiely with the safety of his mvestment 
and substantial returns on them, but has no direct 
interest m the welfare of the boi rower The purpose for which the 
loan is taken is of no importance to him so long as the party to whom 
the loan is advanced is solvent and m a position to repay i\Iore 
rmdeurable than the village soivcar is the Pathan money-lender who 
has little interest m the rnllage and is not amenable to local control 

The soircar ad\aiices money to the agriculturists for current needs, 
agricultural or otherwise, for special needs and to a limited extent for long 
term needs His is a personal and therefore a very elastic and accom- 
modating system , the rates of interest charged the nature of the 
security and the period of the loan can all be adjusted to the needs of 
each mdividual case He is his own inastei and he is always at hand 
to make the necessary advances at any time Theic are very few forma- 
lities to go through, imless the security is the mortgage of land rendering 
registration necessary. The rate of mterest charged by the soiocax 
vanes from tract to tract, but, except m Gujerat, it is seldom less 
than 12 per cent while 24 per cent and even 36 per cent is not 
uncommon m the backward tracts This rate, however, docs not give 
us the true measure of the puce the agriculturist has to pay for the 
loan masmuch as the pressmg need of the borrower, his ignorance of 
unthmetic and such other circumstances all lend mdirectly to raise 
the cost of borrowing In many places there is also an mitial charge 
for “ pursc-loosenmg, ” which varies from 6 per cent to 10 per cent 
Interest for a year is often deducted m advance, and is calculated for 
the whole year even when the loan is taken for a shorter period Devices 
such as these mcrease the burden further For current agricultural 
needs the sotvear usually accepts personal security on the understandmg, 
express or imphed, that the produce is to be sold to or through him 
In many cases the security is the mortgage of crops and when the amount 
IS large, or the loan is for a long period, the security asked for is the 
mortgage of land Indeed, the methods of finance adopted by the 
soivcar are such that once a person gets into debt it is extremely difficult 
for him to get out of it 


78 The wealthy agiicultmist in the village who mvests his savmgs 
m money-lending business is moie or less in the 
same category as the soiocax whom he resembles m 
some respects The smaller farmers and even 
-agiicultural labouiers vho have any sa\mgs which could not profitably 
be mvested m land, advance loans to their needy brethren on terms 
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not in any way more favourable than those of the sowcoa , as revealed 
by our mquiries m the Dharwar district The agriculturist money- 
lenders bemg more amenable to local opmion and havmg some kind 
of fellow feehng for the borrowers are, however, not usually as exactmg 
and extortionate as the professional money-lender On the other hand, 
there are several amongst them who have an eye on their debtors’ lands 
and do not rest satisfied until they acquire the lands, sometime by sale 
■with or without the mtermediate stage of a mortgage 

79 Co-operative societies are the most important of the beneficial 
agencies engaged m the finance of agriculture The 
role that they play is discussed m Chapter XI 
It may, however, be pomted out here that though 

there share m financmg agriculture m the Pro-vmce is considerably smaller 
than that of the soivcai and the quasi-sowca ') , such as the landlord and 
the wealthy agriculturist, there is no doubt that they perform a most 
important function Owing to the identity of mterests between a 
co-operative society and its members its influence is bound to be for 
their good Co-operative societies can be a powerful educational force 
also, generally tendmg to raise the agriculturist from the slough of 
despond and to tram him up to be a better citizen m every way 

80 Another agency for providing agricultural finance is the landlord 

Landlord usually advance long term loans, but 

finances the current needs of his tenants and, 
whenever possible, their special needs also, such as those caused 
by the failure of the monsoon or the pressmg necessity for payment of 
land revenue He is not usually as exactmg as the sowcar, there bemg 
some bond of sympathy between him and the borrower It is not imusual 
for him, howevei, particularly when he receives his rent m land, to demand 
that the loan should also be returned in land, at rates most favourable to 
himself The landlord as a money-lender is promment m the Konkan 
and m Sind where the Uiots and the big zemindars often make the 
necessary advances to then tenants or arrange that they get the required 
financial accommodation from the local soivcars or the co-operative 
societies The Mahomedan landlord m Smd does not, as a rule duectly 
receive any mterest on his loans to the tenants, even though he may 
have to pay interest himself to the sowcars, but he often resorts to the 
very doubtful expedient of asking for an mcreased share of produce 
as rent 

81 Government advance loans for current agricultural purposes 
Governjient under the Agriculturists’ Loans Act, 1884 Loans 

under this Act are given for rehevmg distress, for 
purchase of seed, fodder, cattle and for other purposes connected ■with 
agriculture and not specified m the Land Improvement Loans Act The 
maximum period withm which the loans are to, be repaid is ordinarily 
four years 

It was never the mtention of Government to compete with other 
financmg agencies and until 1900 the grant of tagavi was looked upon as 
somewhat exceptional, to be resorted to in seasons of stress or m 
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the absence of credit from other sources In the richer and better 
cultivated legions of the Province it was rarely sought by the cultivators 
who found ready credit available from the money-lending classes m the 
locahty The great famme of 1899-1900, however caused a change of 
outlook and from that year, tagavi began to be advanced more freely, but it 
does not seem that any definite policy of agricultural finance was followed 
imtil the year 1921: when a new line of action was laid down in regard 
to the grant ol tagavi advances With the growth of the co-operative 
movement it was considered desirable that the current financial needs 
of agriculturists should be met by that movement except during periods 
of scarcity and except m tracts which were specially backward or 
hampered by restricted tenure or other circumstances justifying 
concessions Government arrived at this conclusion specially because 
the supply of easy credit foi the piuchase of seed and bullocks m normal 
times had led to abuses and had merely added to the burden of the 
agriculturist’s debt It was felt that the co-operative movement was 
a bettei agency than Government for ascertaming the requirements of 
the agriculturist m regard to his current financial needs So far as the 
membeis of co-operative societies are concerned, it is now the policy of 
Government to give loans to them either through the societies or in 
consultation with them 

Diumg the period 190Q;1927 the total amount advanced by the 
Government imder the Agriculturists’ Loans Act was Rs 4,86,62,000 
The annual average therefore comes to Rs 18,72,000 An examma- 
tion of the figures year by year, however, shows that with the 
exception of the ‘■ix years mentioned below the total amount 
advanced during each yeai was much below this average, the average 
for these years being only Rs 9 57,000 The six yeais for which the 
figures are above the total average are — 



m thowands 

1900 

Rs 

32,24 

1901 

Rs 

28,44 

1905 

Rs 

20,43 

1911 

Rs 

29 13 

1918 

Rs 

1,26,61 

1920 

Rs 

58 44 


These six years w^ere years of natural calamity such as famme or 
floods It would be seen that although the provision of Government 
finance for agriculture is high in times of famme, flood or similar 
causes it is negligible m normal years 


82- There are additional souices from which the agriculturist gets 
MrKottANrs financial accommodation Merchants, mostly local 
dealers, extend credit to him by supplying seed, 
manure and othei articles and claimmg the price m land oi m cash with 


MO 1 5 — ■) 


* Fiquiesfoi latei years me not available 
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accrued mterest at tlie end of the season The security in such a case is 
generally either personal or the crop itself The dalal or the adatya also 
enters the field and being the inteimediary for the marketing of 
produce, he extends his services to pioduction by financmg the agncul- 
turist during the season on the understanding, of course, that the 
produce is sold to oi througli Inm Tlie terms oflered by the adatya are 
usually easier masmuch as the process of marketmg cives liira an 
opportumty to secure a suflicient profit In Gujerat, the gin -oivnei 
often makes advances to cotton groweis, on condition that the cotton 
IS brought to his gm either for ginning or foi sale 

In Gujerat and m Smd, we find yet another financier for the 
cultivator m the person of the itmerant cattle dealer His terms are 
very hard, but since he is prepared to wait for a year or two and 
to receive by mstahuents the pnee of the cattle supplied, the needy 
agriculturist welcomes him also 


83 The ]oint stock banks are not m a position to enter this field, at 
any rate, directly Farming is essentially a 
JoiAT Stock Banks business, the requirements of ivliich cannot be 

easily appraised mthout techmeal knowledge, -which knowledge, the 
banks do not usuallypossess These banlcs advance loans for periods 
which are too short for the agricultural mdustry The agncultunst 
IS, besides, a small man with but httle seciuity to offer besides 
his land and character for the loan advanced to him and it 
would not pay the larger jomt stock banks to deal m small 
amounts with a very large number of small men Their costly 
management makes it necessary for them to confine themselves prmci- 
pally to big men m the more important centres However, Ihey could 
and do finance agriculture mdircctly m a variety of ways The 
Imperial Banlc of India has recently begim, at a few centres, to finance 
large landholders on their personal security with sureties or on the 
security of their produce or of gold The jomt stock banks also render 
similar assistance, though only to a very Imuted extent, and both give 
some help to the agncultunst through the co-operative movement by 
gi\Tng cash credits and advances to co-opeiative banlcs 

8-1 One moie agency engaged in the finance of agricultuie remams 
to be noticed, winch is by no means imcommon 
Friends Ri l\- which is in many cases really a very beneficial 
agency This is the agency of friends and relatives, 
wdio come forward to assist the cultivator m need with small loans on 
personal security It is ob\aous, however, that such transactions are 
more common among persons of good credit, as it w'ould be difficult 
to imagine a person w ith little or no credit ha%Tng friends or relatives 
willing to risk wdiat, after all, aie their small sa^'mgs by lendmg them 
to one who is not in a position to repay 


85 We have so fai noticed the several agencies which provide 


Rate oi IsTruEST 


agricultural credit We mav now examme the 
terms adopted by them on which loans aie 


generally given by these agencies Except in the c<tse of Government , 
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wliose rates of interest on tagavi loans aie fixed for tlie ^Yllole 
Province and of co-operative societies, whose rates are fixed under 
their bye-laws, the rates of interest vary considerably accoiding to 
cacumstanGes The credit of the borrowei, the security that he has 
to ofi;er, the period for which the loan is required, the degree of 
pressure under which the borrower is forced to borrow, all these are 
factors that enter into the determination of the rate of interest in each 
particular case The rate of interest charged by the Government, which 
varies accordmg to the terms on which Government have themselves to 
borrow, has been 6 75 per cent smce 1927-28 The rates in previous 
years were as under — 

1919- 20 

1920- 21 

1921- 22 

1922- 23 

1923- 24 

1924- 25 

1925- 26 

1926- 27 

In the case of co-operative societies, though there is no umform rate 
throughout the Province, there is variation from society to society 
and region to region The rate of interest ranges from 1| pies to 2 pies 
per rupee per mensem, which works out at 9| per cent to 12 1 per cent 
per annum, the usual rate bemg 10 {-| per cent In famme areas, 
naturally, the societies charge the highest rates The rates charged 
by the money-lenders vary from district to district and range from 
12 per cent to 36 per cent though in the case of a borrower with 
very good credit, the rate may go down to less than 12 per cent , 
as m Giqerat, where a good agriculturist can get an advance even at 
6 per cent , while in the same region, people in the backward tract or 
belonging to backward commumties liave to pay 36 per cent or even 
,more The period of the loan is also an unportant factor in deter- 
minmg the rate of interest The soiocai charges a higher rate of 
mterest for small loans for short periods, the rate m a sense varying 
inversely with the amount and period The followmg table sets forth 
the rates of mterest changed by the sowcar and by co-operative societies 
m the different regions of the Provmce — 


jRegion 

Soiicar's 

rates 

Co operative 
societies’ 
rates 

1 

Per cent 

Pei cent 

Maharashtra (irrigated tracts) ^ 

12 to 2t 

lOii 

Maharashtra (famine tracts)' 

1 182 to 36 

12i 

Karnatak 

1 12 to 24 

n to lof^ 

Giijerat 

! 9 to 18 

9| to lOt^ 

Khandtsh 

12 to 18 

9i to 1014 

Sind 

12to% 1 

i 

o 


6 J per cent 


n 


■7 29 


Mo T 5 — 5cp 






The rates charged by the sowcar as given m this statement do 
not include certain deductions -which lie usually makes before the 
amount of the loan is actually paid to the borrov er nor do they take 
into account the deduction of the yeai’s mterest in advance It is 
interestmg to note that the hcnocmi rale is going dovn as a result of 
the influence of co-o]Derative oiganisation ivherever this has been v ell- 
developed Wheie loans foi seed arc made in kmd, the rate usually 
charged is from 25 to 50 per cent 

86 Government loans aie advanced on the security 6f lands or of 

sureties, and Avheie the ciedit of the bono-wer is 
roTJEirv limited, the ]Oint liond liability system prevails. 
With the co-operative societies, the system of personal credit is the rule, 
the loan bemg secured by an additional suretv or tv o When, hoiv'eA’-er, 
the amount of the loan is large oi the period longer than a year, the 
advance is often secured by mortgage of land The soivcao also accepts 
personal security foi loans advanced for current agiicultural needs, 
but mortgage of crops is not uncommon, particularly in the case of 
the sugar-cane croji For loans for long })enods, he also insists upon 
the mortgage of land 

87 The period of loan vanes vilh the puipose for vluch it is 

taken, the GoAcinment and co-operative societies 
Ptiuouor -.oAs amounts for one year for purchase of seed 

and for two to foui years for purchase of imiilements The 
sowcai IS yexy accommodating m this respect , the assumption 
always IS that the loan is to be repaid at haiAest time or at any rate 
fiom the sale proceeds of the crop If there is a partial oi total 
failure of the crops, he readily grants an extension oi takes a neii 
bond foi a highei amount 

88 One of the giave defects of the piesent system is the unregulated 

vorkingof ino''t of the agencies and individuals 
PiuaEST^S\sTi -(r engaged in agricultural finance In the absence of 

co-oidmation between these various agencieb 
stimulus IS given to lecklessness and extravagance on the part oi 
agncultuiists, who can borrow from various sources and keep then 
creditois moie oi less satisfied by resoiting to the expedient of borrowing 
from one to repay the othei The chief defects in the sowcw i system 
aie the miregulated character of the financial deahngs, the lack of any 
sense of social responsibility on the part of the soivca), the almost 
complete economic dependence of the agriculturists on him and then 
illiteracy and lack of acquaintance wuth methods of accounts and legal 
procedure The koivear enjoys peculiar advantages of mtclhgence, 
status and financial resources, of Avhich he makes the fullest possible 
use, while the agriculturist'- have no education at all, much less 
education in busmess methods oi in the use of credit Undei the old 
Older of things the soivcar was in a measure dependent on the 
goodwuU of tlie local population there was a healthy communal 
influence over his deahngs , the fear of a social boycott, if not of personal 
Violence, tended to keep m Avholesome restraint Ins desue for personal 
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aggrandisement at the expense of the coimnnnity Bnt witli the 
disruption of the old socio-economic ordei which followed the 
introduction of the new system of cml justice, and with the development 
of rapid means of communications and transport, the local banker is 
freed considerably from his dependence upon the local population and 
from the wholesome i estraint on the desire for exploitation of the needy 
agriculturists The defects of the Government tagavi system aic the 
jirotiacted pferiod of mquiry and the leakage to ii'^hich the grants are at 
times subject In the case of co-operative societies, the mam difficulties 
consist in the lack of promptitude in the disposal of loan applications 
and the frequent inadequacy of the amounts sanctioned 

89 Before formulatmg suggestions for the improvement of the 
SuGorsTioNs existing credit facilities foi the agriculturists, we 
would desire to express emjihatically our opmion 
that vhile there is considerable room for niakmg credit easier than at 
present, facile credit is no panacea for the ills the agriculturist is suffermg 
from In fact, v c hold that too facile a credit may prove to be a grave 
danger 

. 90 


The most serious handicap of the agriculturist at jiresent is his 
lUiteracy The percentage of literacy m the Province 
LiTEUAci g - jg obvious that in this defect Ues the 

great hmdiance to piogress and unless it is removed, very little indeed 
can be done to improve credit facilities for the agricultunst He cannot 
keep accounts of the transactions he enters into, and it would be no 
exaggeration to state that very many of these agriculturists do not Icnow 
whether they are carrymg on their farming operations at a profit or a loss 
They cling to agiiculture year after year, not because they consider it 
profitable, but because they have in it there only means of subsistence 
Agnoultuie to them is not a profitable mdustry, but they adhere to it 
from year’s end to year’s end, so long as they can get from it a bare 
mamtenance, with the inevitable result that frost, locusts, scanty or 
unseasonal ramfall, in fact any departure from the normal conditions, 
drives them to the village money-lender who is only too wiUing to 
accommodate them, so long as they can produce the necessary security 
The difference in the mtellectual level of the creditor and the debtor also 
accentuates the difficulties of the situation, places the latter at the mercy 
of the former and once the debt has been mcuried, keeps the debt ever 
alive brmgmg about clironic indebtedness of the peasantry in the 
Provmcc We aie convmced that it is not the number of credit agencies 
or the volume of cheap credit ai'ailable to a farmer bub the busmess 
Imowledge of how judiciously to use his boirowmgs, that forms the vital 
factoi in the problem of this indebtedness From this pomt of view, we 
are mclmed to hold that a sustamed attempt at adult education, apart 
from adult bteiacy, should be made by social workers, pubhc and local 
bodies and Government ahke We are aivare of the unsatisfactory results 
of some of the mght schools aided by the Department of Education 
We attach, nevertheless, so great an importance to this factor for the 
economic betterment of the farmer, especially in view of the slow progress 



70 


o? primary education ui tins Pro\rmcc, that v e feel no hesitation in urging 
renewed co-ordinated eftorts atevolvmg a scheme for the accoinphshment 
of this object In the Punjab, Co-operative Adult Schools have made 
considerable progress IVe are informed that a mue months’ course 
covermg the three R’s and general practical knowledge has been devised 
by the mihtary authorities for the trammg of illiterate sepoys 
ivith success If a similar short course consistmg of the rudiments 
of arithmetic and the busmess side of farmmg is deinsed and worked 
under the gmdance of the Co-operative Department m \'illages nhere 
there are good co-operative societies, it holds, in our opinion, 
every promise of success We further suggest that if honorary workers 
and school masters in villages undertake such a form of adult education, 
every encouragement should be afforded to them by the Local Boards 
and Government by means of grants-m-aid and other faoihties such as 
the free use of school biuldmgs and school apparatus It is desirable 
that the Co-operative Department and the Department of Education 
should make a sustained effort m this direction m all the divisions of the 
Provmce 


Unless the borrouei is educated and unless he has a proper under- 
standmg of the economic value of credit and exercises judgment and 
prudence in its use, no system of finance wiU be of any considerable 
benefit to him The farmer must loiou two things about farmmg, first, 
what it costs and secondly, uhat if brings in It is obvious that unless 
his Imowledgc improves in this respect, the mere pro^^slon of credit 
facilities will not help him to any great extent 


91 In discussing any sound scheme for affording improved credit 
Cooperation facilities to the agriculturist ve are confronted 

inth the fact that unless means can be de\^sed to 
enhance the mtrinsic credit position of the borrou ers the risks involved 
may be very serious Tlie surest way of impro^nng this status is 
to make them reahsc that collective credit would secure them much 
better terms and place tliem in a far stronger position than indiiudual 
credit, and that they must therefore imbibe the lesson of associated 
effort It IS for tins reason that ve strongly endorse the opinion 
expressed by the Royal Commission on Agriculture that in co-operation 
lies the salvation of the rural classes in India Improvement in the 
economic condition of the agriculturist and m his credit is bound up 
largely vuth the development and progress of the co-operative move- 
ment in the Provmce, which therefore deserves as much strengthenmg 
as possible There are, we are aware, defects and difficulties in the 
co-operative organization , and w e shall discuss these in detail and 
suggest means for then removal in Chapter XI 

t 

92 It must be realised, liowever, that it will take years before 
co-operation can aclueve a dommant position in 
the domain of agiicultural finance and be the 

mainstay of the agriculturist With the heavy handicaps of the , 
agriculturist’s ignorance, illiteracy and factious spmt,the progiess of the 
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movement is bound to be slow In i.lie meantime, the sowcar remains 
th.e principarfiguie in the field of rural credit and it is essential to 
remove as far as possible the difficulties which prevent him from 
advancmg loans at a fair and reasonable rate of interest, including 
those created by certain laws which place impediments in the way of 
even the honest soivcat in recovermg his dues ’l\’liat these hindrances 
are, what can be done to remove them, and what alteration or 
simplification is required in legislation and legal procedure, we discuss 
in Chapter XII It is sufficient foi the purpose of this chapter to 
point out that the difficulties created by the present legislation and 
legal procedure have considerably curtailed the agriculturist’s credit, 
and mcreased the cost of his borrowing The basis of nredit is 
psychological Trust and confidence are of the very essence of credit , 
and so long as risks m recovery are created by legislation or by legal 
procedure, and so long as trust and confidence are shaken in 
consequence, as they have been shaken by the Dekkhan Agriculturists’ 
Relief Act, the ’soivcai is not likely to lower his rates of interest oi to 
offer better conditions and the price the agriculturist has to pay for the 
loans that he needs must necessarily remam high 

93 As pomted out in paragraph 81 above, the present pobcy 

Government Government is to give tagavi under the Agri- 

culturists’ Loans Act only in times of scarcity or 
distress and ordinarily only m baclcward or special tracts Government 
rely on the development of the co-operative movement for giving the 
necessary financial facihties to agriculturists We are of opmion that 
the present policy followed by Government requires some 
modification in the light of the remarks made below Government 
must assist very baclovard classes of agriculturists, as these cannot 
raise loans except at very high rates of mterest, and deserve paternal 
help from Government if they are to survive and improve even 
gradually In this case, the iagavi system under proper contiol and 
supervision has great possibilities Similarly, there is scope for tagavi 
loans where the cultivator holds his land under a restricted tenure 
and cannot therefore raise money in the ordmary way and where, 
m famme times, the ordmary channels of agricultural finance rim 
dry and it is necessary to hearten a discouraged people 

We find that during the last 20 years, the amount of taqavi distributed 
(except m years of famine or distxess) was comparatively small Nor 
has the progress of the co-operatme movement been very rapid 
It seems that it will take many years before it pan cover most 
of the ground There are sev^'eral areas where the only credit agency 
IS the money-lender We, therefore, suggest that the tagam pobcy 
should be liberahsed and that besides the tracts mentioned above. 
Government should advance loans m places where the co-operative 
movement has not made much progress Steps should be taken for 
the prompt disposal of applications for loans and, as far as possible, 
for the proper supervision over both the distribution and use of the loans 
advanced 
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of primary education in tins Province, tliat wo feel no lie&itation in urging 
renewed co-ordmated efforts at evolvmg a scheme for the accomphshment 
of this object In the Punjab, Co-operative Adult Schools have made 
considerable progress We ,are informed that a mne months’ course 
covering the three R’s and general practical Imowledge has been devised 
by the mihtary authonties for the framing of ilhterate sepoys 
mth success If a similar short course consisting of the rudiments 
of arithmetic and the busmess side of famung is devised and worked 
under the gmdauce of the Co-operative Department m villages where 
there are good co-operative societies, it holds, in our opmion, 
every promise of success We further suggest that if honorary workers 
and school masters m villages undertake such a form of adult education, 
every encouragement should be afforded to them by the Local Boards 
and Government by means of grants-m-aid and other facilities such as 
the free use of school buildings and school apparatus It is desirable 
that the Co-operative Department and the Department of Education 
should make a sustamed effort in this direction m all the divisions of the 
Provmce 


Unless the boriowei is educated and unless he has a proper under- 
standmg of the economic value of credit and exercises judgment and 
prudence m its use no system of finance will be of any considerable 
lienefit to him The farmer must know tv o things about farmmg, first, 
what it costs and secondly, what it brmgs in It is ob^^ous that unless 
his Imowledge improves in this respect, the mere provision of credit 
facilities will not help him to any great extent 
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91 In discussing any sound scheme for affording improved credit 
facilities to the agriculturist we are confronted 
with the fact that unless means can be devised to 

enhance the mtrmsic credit position of the borrowers, the risks involved 
may be very serious The surest way of improvung this status is 
to make them realise that collective credit would secure them much 
better terms and place them in a far stronger position than individual 
credit, and that they must therefore imbibe the lesson of associated 
effort It IS for this reason that we strongly endorse the opinion 
expressed by the Royal Commission on Agriciilture that m co-operation 
lies the salvation of the rural classes in India Improvement in the 
economic condition of the agriculturist and in his credit is bound up 
largely mth the development and progress of the co-operative move- 
ment in the Province, which therefore deserves as much strengthenmg 
as possible There are, we are aAvare, defects and difiiculties in the 
co-operative orgamzation , and Ave shall discuss these in d'etail and 
suggest means for their removal in Chapter XI 

92 It must be realised, however, that it will take years before 

co-operation can achieve a dommant position in 
HE owcAE domain of agricultural finance and be the 

mamstay of the agriculturist With the heavy handicaps of the , 
agriculfcurisf.’s ignorance, illiteracy and factious spirit, the progress of the 
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luoveinent is bound to be sloi\ In tlie meantime, tbe soivcar remains 
the prinmparfigure in the field of rural credit and it is essential to 
remove as far as possible the difiiculties which prevent him from 
advancmg loans at a fair and reasonable rate of interest, including 
those created by certain laws which place impediments m the way of 
even the honest soiocat in recovermg his dues "ViTiat these hindrances 
aie, what can be ‘done to remove them, and what alteration or 
simplification is required m legislation and legal procedure, we discuss 
in Chapter XII It is sufficient foi the purpose of this chapter to 
point out that the difiiculties created by the present legislation and 
legal procedure have considerably curtailed the agriculturist’s credit, 
and increased the cost of his borrowing The basis of /iredit is 
psychological Trust and confidence are of the very essence of credit , 
and so long as risks in recovery are created by legislation or by legal 
procedure, and so long as trust and confidence are shaken in 
consequence, as they have been shaken by the Dekldian Agriculturists’ 
Helief Act, the sowcai is not likely to lowei his rates of interest oi to 
offer better conditions and the price the agiiculturist has to pay for the 
loans that he needs must necessarily remam high 

93 As pointed out in paragraph 81 above, the present pobcy 

Goveekment Government is to give tagav% under the Agri- 

culturists’ Loans Act only in times of scarcity or 
distress and ordmarily only in baclcward or special tracts Government 
rely on the development of the co-operative movement for givmg the 
necessary financial facilities to agriculturists We are of opinion that 
the present policy followed by Government requires some 
modification in the light of the remarks made below Goverim''ent 
must assist very backward classes of agriculturists, as these cannot 
raise loans except at very high rates of mterest, and deserve paternal 
help from Government if they are to survive and improve even 
gradually . In this case, the tagavi system under proper control and 
supervision has great possibilities Similarly, there is scope for tagavi 
loans where the cultivator holds his land under a restricted tenure 
and cannot therefore raise money in the ordinary way and where 
in famme times, the ordmary channels of agricultural finance run 
dry and it is necessary to hearten a discouraged people 

We find that durmg the last 20 years, the amount of tagavi distributed 
(except m years of famine or distress) was comparatively small Nor 
has the progress of the co-operative movement been very rapid 
It seems that it ivill take many years before it can cover most 
of the ground There are several areas where the only credit agency 
IS the money-lender We, therefore, suggest- that the tagavi policy 
should be liberalised and that besides the tracts mentioned above. 
Government should advance loans m places where the co-operative 
movement has not made much progress Steps should be taken for 
the prompt disposal of applications for loans and, as far as possible, 
for the proper supervision over both the distribution and use of the loans 
advanced * 
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94 An important direotiou m wlucli iniprovcineni can be efl'ected 
^\ould be co-ordmation of llie w'oik of tbe various 
Co oiiDiNATioN agencies engaged in agricultural finance At present, 
lack of co'Oidmation is the conspicuous featuie, e\f ept in the case of 
Government and the co-operative societies vith respect to the distn- 
bution of laqavi loans There is wc thmlc much gi eater scope for 
co-ordination between Government and co-operative societies Through 
the postal savings banlcs in rural areas Government collect faiily large 
amounts, and we think that at least a part of the funds derived 
from the inral aieas should be made available at cheap rates for the 
purposes of agricultural finamc through co-operative societies In 
Germany, the Stale docs lelease a large pait of the deposits received 
fiom iiiral areas m the Government savings banks for making advances 
to agriculturists and even in England the Committee that mv estigated 
the problems of agricultiiial credit in 1921 recommended similar 
action We sec no reason whv the Indian Government should not 
accept this principle and place at the disposal of eo-operative banks, 
mcluding land mortgage banks in the Piomnce a jiart of the savings 
banks deposits at a rate of mtoiest not nuu h higher than that allow ed 
to the depositor viz , 1 per cent Tlie Government of India 
should place at the disposal of the Local Government a part of the money 
so raised for being .idvaiiced to co-operatne agricultural or mdustnal 
societies or as to indnidiials Such a proeednre mil go a long 
way to meet the objection that through the savings banlcs and other 
operations Gov'einment have been draining the districts of the capital 
which would otliei wise be used to hnaiu c agne ulturc and local trade 
There is no co-opcration betw ecu the soiocai and co-operativ’^c societies, 
a fact much to be icgiettcd It would be to the interests of everybody 
concerned, the sowcai the society, and the agriculturist if some kind 
of co-oidmation can be arranged between these two important sources 
of agricultuial credit We aie of opinion that wdule good and wcll- 
intentioneij soiaccijs might be welcomed on the managmg committees 
of the co-oiierativo societies and persuaded to come within the fold of the 
( o-operative movement the least that should be done otherwise would 
be to empow er the societies to ask for an accoimt of its members' dealings 
from the sowcai, and to give a similar privilege to the sowcai to get 
extracts of his chents’ accounts with the societies There will, liowcv^er 
be no need foi such a piocedure if a Regulation of Accounts Act is passed 
as recommended by us in Chapter XII Greater co-ordination would 
also be desirable between the co-operative mo\ement and the Imiierial 
and joint stock banks, so that the movement may receive cash credits 
and other adv’’anccs from these banks at moderate rates of mterest, 
especially in the slack season, thereby enabling co-operative banks to 
advance moneys to co-operativ’'e societies and these societies to agricul- 
turists at rates lower than at present This would be an advantage 
to both parties, to the biggei joint stock banks as the scope foi 
investment of the funds of the banks m the slack season would be 
enlarged, and to the co-operative movement, by bringing cheaper money’ 
within its reach 



So iai we have dealt vith the pxoblem of agricultural hnance in relation 
to the current needs of agriculture in a general vay We shah, now 
proceed to deal vuth some special problem^' of this Pro\T.nce There 
are ceitain tracts which are subiect to famine or at least scarcity, 
pretty frequently, such as the eastern part of Alimednagar, Satara and 
Bqapur districts, only one yeai in three being usually good There are 
tracts where the difficulty of uncertain watei supply for crops does not 
exist, but fluctuatmg prices of gin and '^iigar and deterioration of the 
soil are causmg no small embarrassment as in the case of the Nua, the 
Godavan and the Pravara canal tracts Some parts aie legarded as 
backv ard tracts, wheie the agricultunsts as a class aie ilhterate, indebted 
and unacquamted with business principles and methods, living usually in 
very small hamlets and perhaps even in scattered huts and not used 
to the handhng of cash to any considerable extent and deabng largely in 
land with the sowcai These famine, canal and backward tracts deserve 
special treatment on account of their special conditions 
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95 Even in these tracts, the sotoca) is the most impoitant financing 
agency, but evidence tendered to us shons that 
in recent years, the investments of the wivcai by 
wa}' of loans to agriculturists have decreased, since he finds it safer to 
invest his money elsenhere The fundamental difficultv in densmg any 
system of credit for agriculturists in famine tracts lies m the uncertamty 
of the season Agriculture in the famine tract is but a gamble in rain 
The ordinary theory of agricultural credit is based upon the 
probabilitv of the cultivator lepaymg the loan out of the sale- 
proceeds of the crops grown, but. when on account of famme the 
money spent on seed manure, labour, cattle, etc does not 
brmg ani’' appreciable return the nhole theory breaks down 
and when such’ conditions recur frecpiently the position becomes 
much more difficult Finance for such agriculture necessarily shares 
all the disadvantages of gambling In fact a wide-spread svstem of 
easily obtainable credit for agriculture in such tracts may be like throwing 
awav good money after bad, and instead of curing may u ell accentuate 
the disease Credit alone cannot convert an improfitable industry 
into a profitable one , the problem of agncultuial finance cannot be 
dissociated from the general problem of the agricultural economy of 
these tracts While it is true that the impecunious oi impoverished 
cultivator m famme tracts finds it difficult to obtain loans at reasonable 
rates of interest it has to be recognised that the risk of recovery is great 
and the price has to be high m consequence The inquiries made by the 
Ahmednagar branch of the Bombay Piovmcial Co-operative Institute 
in 39 villages of the Ilfewasa taluTm. of that district clearly show the 
mcreased mdebtedness of the cultivatois and the transfer of lands from 
their hands mto those of non-agriculturists The fact that the 
^mednagar District Central Co-operative Bank only financed to a 
limited extent its constituent co-operative societies and ultimatelv 
ceased to finance them altogether and turned itself mto an urban co- 
operative bank shov s the grave risks involved m financing agriculture 
m the famme tracts of the Presidency 
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The whole problem is beset mth difficulty On the one hand unless 
cheap credit is available, the agriculturist cannot hope to make both 
ends meet, and on the other, the grave risks involved preclude the 
possibility of finance bemg made available on any but exorbitant 
terms We tlunk that this is a case in which Government assistance 
IS necessary It would, indeed, be useless financing people with small 
and uneconomic holdmgs, who could not possibly repay , but those 
ivho have sufficient land or other sources of income deserve :^ancial help, 
especially when in distress on the failure of rains Co-operative societies 
in these areas have had bitter experiences , their mode of financing, and 
raismg the amount necessary for that purpose has been found to be 
unsuited to the conditions of the areas We suggest, in the first place, 
that either a part of the tagavi grant or some amoimt from the Famine 
Insurance Fund should be placed at the disposal of the co-operative 
societies in the areas for advances to suitable agriculturists The selection 
will have to be very carefully made, and the work of distribution and 
recovery will have to be propeily attended to by the co-operative societies 
concerned under proper super%nsion by Government Fmance will 
have to be arranged for a cycle of years, the cycle consisting of a normal 
period of good, bad and indffierent years "What the cycle should be 
shall have to be determmed in each tract m consultation with the 
Agricultural Department Though it might not be possible to determine 
the exact cycle, it would be safer to take a little longer period as repre- 
senting approximately the cycle which may be three years, five years 
or even longer The amount to be recovered on account of the advances 
so made will have to be settled every year at harvest tune, for, with 
the introduction of “ cycle finance ”, the present practice of co-operative 
societies of expecting the repayment of the entire loan mil have to be 
abandoned A good year m these areas is followed usually by two or 
more indifierent or bad years It wall be necessary, therefore, to recovei 
as much as is reasonably recoverable in the good year so that bad years 
might not seriously inconvemence the agriculturist "Where no 
co-operative societies exist. Government might deal direct, takmg great 
care, however, to prevent the abuse of the tagavi system to which 
reference has already been made above We are of opinion that in these 
areas, the question is not merely one of finance and recovery of 
advances These are but palliatives at best , what is needed urgently is 
a permanent cure If,then,anylastmg good is to be done to the people, 
they must be made, as far as possible, independent of the vagaries of 
the monsoon Conservation of moisture in land by dry farming, con- 
struction of small embankments {tals) on the fields and of embankments 
for diverting the water of streams, digging or deepenmg of weUs wnth oi 
without the aid of bormg machmes, and introduction of better imple- 
ments and seed, in fact, everything which serves in how'soever small 
a degree as insurance against famine, should be taken advantage of by 
the cultivators In addition, they should take to secondary occupations 
durmg their leisure hours It is thus only that they can make 
both ends meet and save the agricultural industry from bemg a financial 
failure 
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96 The liistory of financing the Kira tiacts is interesting, tlie Pravara 
and Godavari canals being comparatively of recent 
CAii’ALAi.rAs origin The most important crop on the canals 

IS sngai-cane The heavy finance required for the cnltivalaon of this 
crop vas originally: supplied by local soucais and by Government until 
the co-operative societies vere organized, when the place of Government 
vas taken by the Bombay Central (now Pro\uncial) Co-02ierative Bank 
This arrangement continued satisfactoiily till about the year 1922-23 
The high prices of gu) in the boom years brought profits to the cultiva- 
tors It V as possible even for an inefficient agriculturist to grow sugai- 
cane with profit in those times and the area under sugar-cane vas in 
consequence unduly extended, involving largei amounts of finance The 
rise in income led to a higher standard of Imng and repayment of old 
debts, and vliatCAer suriiliis remained was utilised in extending sugar- 
cane cultivation and in purchasing lands at high prices The soil 
however, shoved, in some places, signs of cxliaustion, resulting m 
lover yields a larger quantity of gin vas being manufactured than ever 
before, and the jirice of gur fell The market jirices fell even below the 
cost of production, vliich had gone iiji considerably during the War and 
vhich continued high even vhen prices vent dovui Thus conditions 
arose which spelt ultimate banlcruptcy For a iich ciop like sugar-cane 
Avhich requires on an average, finance to the extent of Bs 600 to Es 700 
per acre the loss sustained vas very licaA-y and the arrears of societies 
mounted high Inthe year 1928-29 the arrears m those tracts amounted 
to Es 202 Credit resources, vhich had been extended for the 

purpose of enabhng the sugar-cane grovers to increase production, vere 
now called upon to tide the fanner over a period of falling prices in vhich 
he Avas making little or no profit at all The effect of this Avas in some 
measure to aggraA-ate the situation For tAA o or three } cais insignificant 
recoxcries A\ere made It aaos necessary on the one hand to finance the 
current year s crop, because it A\asfroni the sale proceeds of the crop 
that old arrears could be paid, and it AAa.s necessary on the other hand, 
the sugar-cane crop being a fourteen months’ crop and the tAAO crops 
OA'erlappmg to finance the next year s crop as a\ ell, before recoAwyfrom 
the sale proceeds of this Avar’s crop could be made 

This situation AAas not peculiar to the Baramati tract only E\'en 
in America AAhich made tremendous profits before it joined the Great 
War m 1917, the rise of jirices of agricultural produce led to a considerable 
extension of production but vhen prices began to fall and the demand 
from Europe to decrease, a depression set in and an acute crisis dcA-eloped 
AAuth the result, that seA’cral financial institutions went bankrupt In 
the canal areas, the evul effects of Ioav prices of gu) haim been accentuated, 
no doubt, by mismanagement of some societies The fact remains, 
however, that there AA'as a gre'at fall in prices and the distress 
was consequently great, and unless prompt measures are taken 
for the liquidation of the heaA’y liabilities incurred by the sugar-cane 
growers, the prospects are gloomy We think it is essential that the 
repayment of the outstandmgs, vhich have fallen into arrears, should 
be spread OAmr a number of years, and that the Provincial Bank 
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'5lioulcl give tlie necessaiy nistajments foi this pnipose It Avould at 
the same time he desirable to separate the finance of large growers of 
sugar-cane from that of tlie smaller ones In the case of the former a 
land mortgage bank should be started to supply current finance while 
ordinary co-operative societies should continue to meet tlie needs of 
the smaller men Another and a more important direction for findmg 
a solution for the peculiar conditions of the canal tracts is to carry on 
intensive research v ork with a ruew to findmg out hov the cost of 
cultivation could be reduced^ and how and wluch crops could be 
substituted with advantage in place of sugar-cane A more thorough 
supervision over the worlnng of the canal societies would also be 
necessary 

97 In these tracts the aboriginal tribes predommate and they 

. „ , are financiallv worse off than any other people in 

AEORiomAi. Tracts Ar i 

the Provmce A few attempts have been made to 

finance them through co-operative societies, notably in the Panch Mahals 
district, wdiere some measure of success lias been attained Co-ordinated 
efforts w'herem Government, the Provincial Co-operatl^e Bank and 
prominent social wmrkeis joined hands, w’^ere made during the year 
1922-23 and an organisation, co-operative in ideals though not m practice, 
suited to local conditions, was evolved The societies fimction, so to 
say, as benevolent sowcats and wmrk under the control of a large and 
competent staff under a special mamlatdai Though the is ignorant 
and illiterate, he has a natural quick undeistandmg of simple matters 
and IS straightforward He has begim abready to take an interest m 
the co-operative society and it is to be hoped that, wuth proper educa- 
tion and guidance, he will be able to look after and manage his society 
ere long 

To the large number of people of this class, wdio aie yet oulside the 
co-operative fold, the soiocai remains the only financmg agency 
{/arrying on his business on traditional fines The people arc extremely 
backw'ard, illiterate, not conversant with accounts, and five from hand 
to nioulli, sometimes on the jungle jirodiicts The sotvcais aie mostlv 
outsiders who have settled m some of the larger nllages and 
towms The system generally followed here is that the sowcat makes an 
advance against the crop even before it is sowm, and provides the seed 
A\Tien the crop is harvested, the sowca) takes the whole of it, and 
credits to the bJnl’s accoimt the value of the crop as determined by 
himself, less the amount advanced to the cultivator The blnl draws 
on this account according to his needs from time to time and accordmg 
to the pleasure of the sowcar, and the loan account is thus kept runnmg 
indefimtely The tenure under wdiich the bhil holds his land being 
restricted the soitycai cannot sell oft the land, w’’hile on the other hand, 
the bhil will not go to court and dispute the s(nvcai'f> accounts 
The soiomi thus makes an easy and profitable livung while the bhil may 
be regarded as being saved from the temptation of having more cash in 
his hands than what is good for him The bhil is generally a habitual 
drunkard and cannot trust himself with more cash which he would be 
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sure to spend away on drmlc The soivmi is tlins a very handy institu- 
tion to advance the necessary stuns and also to take charge of the 
suiplus One can easily understand that under such a system the 
hhl has usually a debit balance in the soaecar’s books The only 
alternative would he the spread ot co-operative societies for these 
people, more of less on the lines* followed in the Panch Mahals district 
in the initial stages and the grant of tagavi loans by Government 
In eithei case, a special staff mil be necessary to supervise and conduct 
the operations, and Government should not grudge the expenditure 
that may be necessary for the purpose Even here the dangers are 
great till the hhl realises by education that he can and should 
do better than keep a rumiing loan account with a debit balance 
mth the soz/-cfl} Till then, the inalienable tenure of Ins land" is his 
only safeguard 

The big in Sind, although owning, sometimes several 

thousands of acres of land, aie often in financial 
SixD Zi,vTXT) \p£> (pg^f^^^lties, partly owmg to then ways of life and 
partly owing to n ant of education and mdiiference to biisinesb matters 
They get very little help from ]omt stock banks, nor is the ordmary co- 
operative credit society in a position to help them, and their usual resort 
IS therefore the sowmi , whochaiges them a high rate of interest and also 
nrianges to make additional pioht, when, as is usually the case, the pro- 
duce is sold through him Co-operative zemindai i banks have recently 
been started in these districts m Sind to finance the big zeim ndm s They 
advance loans foi current agricultural purposes, up to Rs 5 000 each 
though ui the case of one bank the limit has been raised to Rs 10,000 
It seems that such banks, organised on the Imes of land mortgage banks 
would be the best means of financing such zennndan not only for ^ 
current agncultuial purposes, but also for land iinpiovement and for 
redemption of debt No measures will, however, be of any great use to 
these zennndan, \ui\chs they change then ways and begin to live a 
more thrifty hfe These zeimndaii banks must ultimately be lun on 
the same Imes as the ordmary co-operative societies in Sind wheie 
members build up their own capital by incieasing their investment in 
the society s share capital year by veai 

99 The problem of fmancmg the han bristles with "difficulties 
Havmg no land, he has no ciedit The zeimtidai, 
Haki ^ usually not m a position to finance him, as he has 

himseU to boriow The soivca), when he makes an advance, takes 
t, hen on the haii’s share of the crop and charges an exorbitant rate of 
interest The result is that whatever crop remains mth the ha)i, alter 
the zemmda') has received his share, is generally taken away by the 
smear m repayment of the debt The han then has to borrow ±oi his 
mamtenance till the next harvest, when the same procedme is repeated 
Co-operative societies have been admitting hai is as members, but have 
lost on this account m some cases, as the lians run away from their mas- 
ters and the sureties bemg themselves /tons have little to pay There 
arc only two ways m which the harts can be pi operly financed The 


78 


zemindar himself must arrange for the hards finance If the zemindai is a 
member of a co-opeiative society or bank, he must arrange to get the 
necessary amount from such an mstitution for advancmg to his lians 
A better way would, howevei, be for the hai is to get finance directly from 
a co-operative society, the zemindars standmg surety for them Unless 
the zemindars agree to do this, it may be nsky for the society to advance 
amounts to the haiis 

100 The position of the tenants-at-wiU is similar to that of the hai is, 
Tfnants at-will and the remarks made above apply also to them 
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CHAPTEE VI 

Lanb Improvement and Long-Terim Credit 

101 A compreliensive system of lural credit vtII have to piovide 

Need iob Long- DOt onl}’’ for finance for the current needs of 

Term Credit agriculture, hut also to devise arrangements for the 

provision of funds for capital expenditure and permanent improvements 
The iirohlems relatmg to shoit-term oi intermediate credit have 
already been discussed in the preceding chapter The success of the 
ameliorative measures proposed m that chapter and elsewhere in 
this Eeport is, however, closely interlmked with the increase in repaymg 
capacity and the consequent enhanced creditwoithmess of the agricul- 
turist The average annual income per head of the Indian population 
IS admittedly very low, and this compares most imfavourably with the 
average earning capacit)’- in othei countries To laise this average is, 
therefore, a task of the utmost national importance Intimately 
connected w’th this question is the problem of increasing the yield 
from agriculture Due to various factors, vhich it vould be out of 
place to discuss here, the average income pei acre from various crops 
is very much lower m India than in other countries, so that agricul- 
tural oiedit IS attended with an unusual degree of risk that renders its 
organisation on a financially sound basis a matter of extreme difficulty 
It IS the poor income from agiiculture and the low average repaying 
capacity, that are to a great extent responsible foi the gro^vth of rural 
indebtedness 

102 In Chapter IV we have examined the causes, extentand mcidence 

of agricultural debt and have attempted a 
L^d Improvement^^ classification of the purposes for which debts are 
incurred Adrmttedly, the bulk o± the debt m this 
Province as elsewhere in India has been incurred foi unproductive 
purposes But our examination of the problem of debt leads us to 
conclude that its incidence would not be so onerous and its grovdli 
not so serious, weie the margm between income and expenditure 
higher than what it is to-day The precariousness of the ramfall m 
several parts of the Province accentuates the gia\T.ty of this problem of 
unproductive debt to such an extent that, even li tlie mcidence 
of interest is reduced consideiably, the success of an}'^ schemes 
foi liqiudation of debt would be problematical, should the agricul- 
tural conditions remam as they are now In those parts of the 
Provmce vhere the peasant proprietor piedonnnates, the greatest 
hope of the agiicultiiral mdustry, and consequently of its credit 
organisation, lies as the Eoyal Commission on Agriculture 
in India have emphasized, in the adoption of some foim of mtensive 
cultivation which will lesult in maximum agiiciiltural production 
Such mtensive cultivation is possible only m the event of an 
assured supply of water for groivmg the crops Hence, in any scheme 
of land improvement m this Presidency, the proMsion of arrangements 
for the Gonscivation of ramfall oi foi the storage of vater must 
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occupy the first place The need for a iorwaid pohcy is evident when 
ve consider that out of a total of 28,958,000 acres, vhich is the 
gloss cropped area m the Presidency proper, the gioss area irrigated 
IS only 17 1 lakhs acres, gl^^ng a peicentage of 3 9, i\hich is the lowest 
among all Indian piovinces The average net area iindei iriigation 
during fhe five years 1924-25 to 1928-29 was 9,96,000 acres of 
yhich again, 5 18 000 acres yere iiiigatcdbv wells vhile the remain- 
ing 1,78 000 acres were irrigated by Government canals tanl<s and 
othei soiuces In spite of the fact that the Government of Bomba-\ 
have in recent years spent large amounts on major irrigation svorks, 
these figures indicate the immense scope that exists for the extension 
ot iiiigation, and establish the need for a reviev ofthe position ni regard 
to outstanding irriga tioiial project*? Though ve voiild bke to lay 
stress on this recommendation of the Eoyal Commission on Agriculture 
as lilcely to be sery helpful in laising the income and credit of the 
agriculturist, we wordd note here that, from the point of ^^e■\\ ot the 
present inquiry we are more concerned vith the provision of financial 
facilities for private effort/ As the Commission point out in paragraph 
279 of then report, the question ot the constniction and improvement 
of minor iriigation y orks has not, m the past, received the attention 
from Government y Inch its importance justifies It was only in 3925 
that an active policy promoting imnoi irrigation works for protection 
against famine yas imtiated in this Pionnce The fhai^ system 
of iriigation yhich still obtains m the Hasik and Khandesh 
distiicts shows that there is in some districts a rapacity for 
co-opeiation in this respect among village communities, but that rt 
needs a little encouragement and some technical guidance from 
the State, togethei with facilities for finance, to bung these latent 
forces into plav lor the development ol local resources, either 
bv joint action oi by the stimulation of indmdual eftoits at 
impioA'ement 

103 The most iinjiortaiit of these yorks ot minor irrigation, ivliich 

Scheme'! oi can be generally undertaken by mdividuals, are the 
iMEEovrsELM oonstiuctioii and repair of yells, or the sinkmg of 

tube yells The construction of wadf> or lals (embairlanents) to 
conservi the ivater supply in the fields is also an important item ol 
improvement especially iir areas having a very precarious or unevenly 
distributed lamfall 

Xearly 90 pei cent of tlie area in the main famine /ones of the Bombay 
Piesidency can however, never be protected by irrigation by means of 
either canals or by other sources, and the most essential problem in these 
tracts IS the conservation and very careful u^e of ivater inierevei this 


♦ Phad — This is a co operatn e system of irrigation, in -which the holders of land 
combine for the economic use of irrigation -water and the consequent adjustment of 
cropping The watci is obtained by putting up dams across riveis, and the area 
commanded is divided into phads, or portions (usually foui in number) each of -which 
18 put under the same ciop The rotations nie fiNcdi and can be changed onlj with 
the consent of the community ^ 
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can be undertaken by indmdualsj we suggest that all encouragement 
should be given to them by Government to set up field embanlmaents, 
as IS bemg done m some parts of the Kamatak Through the agency 
of the special staff placed at its disposal, the Department of Agriculture 
m the southern division of the Presidency has assisted in the construc- 
tion of these embankments on contour Imes so as to secure the proper 
distribution of water and silt in the area flooded. The minimum area so 
covered is as small as half an acre and the cost of construction varies- 
from Ks 100 to Es 300 per acre , but all the schemes imdertaken show 
a profit sufficient to make the mvestment a productive one, provided 
financial facilities coupled with free techmcal advice are made available 
to the cultivator The results so far achieved justify the extension of 
this kind of work 

Other sources of uiigation consist of tanks which are helpful in raismg 
the sub-soil water in neighbouring wells and aie an important means of 
watermg the crops in the mallad tracts in the south The repair and 
upkeep of these tanlfs is a matter of great importance, though from 
the mtensive mquny conducted by us at the \allage of Advisomapur 
{talula Bankapur, district Dharwar) and from some other evidence 
tendeied to us this does not appear to have received the attention it 
deserves, both from the people and the authorities concerned Bandliai as 
across rivers, bunds across streams and diversion of channels provide 
another class of worlds generally outside the means of individuals, but 
fit to be imdertaken either by Government or by co-operative organisa- 
tions These v ere common sources of v ater supply once and need resus- 
citation, along vuth tanlcs in some parts oi the Presidency In Gujerat 
and Smd, indiiadual oi co-opeiative effort at instaUmg pumping plants 
on wells, irrigation channels or watercourses deserves encouragement 
Among other works of improvement, apart from irrigation, special men- 
tion must be made of the problem of Tencing In several parts of the 
Presidency, the ciops are subject to serious ravages by wild animals, 
particularly pigs, and the damage has increased m recent years The cost 
of permanent fencing is beyond the means of an individual cultivator , 
co-operative effort has, therefore, been promoted in the southern dis- 
tricts of the Presidency. The terracing of fields, the prevention of soil 
erosion, dramage and reclamation of lands are other items of land 
improvement, which, when not undertaken by the State as works of 
public utility, should be fostered systematically by Government with 
offers of financial help and technical advice to cultivators Eeference 
inay be made, lastly, to the possibilities of mtroducmg labour -savmg 
agricultural machinery Ho special financial facilities appear to be 
necessary to encourage the ivider use of iron implements of the modern 
type, as intermediate credit foi this purpose is available from the usual 
sources It is only when costly pumpmg plants are installed on large 
estates or for groups of cultivators co-operatmg for the purpose, that 
long-term credit is required Tractors seem to have found favour in 
Gujerat and Sind, particularly for the larger holders, and in Smd 
especially, owmg to shortage of agricultural labour Their use may^ 

MO T 6 — 6 
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probably, be stimulated by tlie grant of hnancial help on a long term 
basis Consolidation of holdings and joint farming on a co-operative basis, 
in areas ■where unecononuc holdmgs are common, are Imes of development 
■which may be resorted to, if long-term credit facilities are available on 
lair and reasonable terms 

104 The existing channels tlirough which agriculturists obtain finance 
SouaoEs or for capital and pcimanent improvements on their 

Fikanoe lands aie the sowcar or the village monev-lender. 

Government, co-operative credit societies and miscellaneous other 
agencies such as landlords or joint stock banks The most usual security 
on which credit for those jiurposes is obtamed is the mortgage of agricul- 
tural land Owing to the absence of any accurate information about the 
extent of the dealings ofagnciillurists mth soioutjs itis not possible to put 
forward any estimate of the amount of finance provided by the latter 
for purposes of land improvement, and the general tendency among 
agriculturists as well as soivcars to make no distmction betn een credit 
employed for current needs, domestic rcq^uirements or agricultural 
improvement, increases the difficiiltji But from the evidence we 
received we conclude that the extent of the capital specifically 
advanced for works of land improvement is by no means substantial , 
in fact, it was frequently represented to us that under the sawcafs 
methods of financing it was not possible to secure adequate funds for 
the improvement of agriculture at fair rates of interest and vith 
repayment spread over a reasonable period of years The rate of 
interest, though generally Ion or than the rate on loans for current 
needs, is too high to permit works bemg imdertaken on an econoroic 
basis, and even where loans have been obtained on the mortgage 
of land, borrowers have always felt some uncertamty as to the 
period which such loans mil be allowed to run This uncertamty 
has acted detrimentally upon*^ the progress of improved or intensive 
cidtivation 

105 In Smd, particularly, it is the practice for the landlords to 

undertake improvements on then lands, but in 
THEE AGENCIES Presidency jiroper, this is less common In any 

case, the long-term credit that the landlords themselves command 
for purposes of land improvement is so restncted that the land remams 
undeveloped Among other agencies through -which credit for land 
improvement can be secured, mention may be made of the firms seUing 
agricultural machmery on some form of hire-purchase system 
Joint stock banks, includmg the Imperial Bank of India, plaj”^ scaicely 
any part in financing ivories of land improvement, mamly because it is 
not in consonance with their system of banking to issue loans on a long- 
term basis 

106 To remedy this deficiency in the credit orgamsation of the 
Govesnment country, the Government of India mtroduced the 

system of long-term tagavi imder the Land 
Improvement Loans Act (XIX of 1883) and every year in their budget 
the provmcial Government set apart an allotment to be disbursed 
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tlirougli the collectors in various districts These advances are 
made on the security of mortgage of land, and are available for the 
following purposes — 

{a) Construction of wells, tanhs and other works of storage, supply 
or distribution of water for the purposes of agriculture, or for the 
use of men and cattle employed in agriculture , 

(6) Preparation of land for agriculture , 

(c) Drainage, reclamation from rivers or other waters, or protection 
from floods or from erosion or othei damage by water, of land used 
for agiicultural purposes or waste land which is culturable , 

{d) Beclamation, clearance, enclosure or permanent improvement 
■of land for agricultural purposes , 

(e) Renewal or reconstruction of any of the foregoing worlcs or 
alterations thereon or additions thereto , and < 

(J) Such other works as the Local Government may, from time to 
time, by notification in the local official Gazette, declare to be improve- 
ments for the purposes of the-Act 

The rate of mterest charged at present is 6^ per cent , and the maximum 
period of repayment is fixed at twenty years The loans, which are 
usually advanced in instalments according to the progress of the works, 
-aie recoverable in equated annual mstalments The work of scrutmy of 
apphcations foi loans and of their recovery is entrusted to the local 
revenue authorities and instalments that are overdue are recovered 
-as arrears of land revenue These advances are distmct fiom 
the advances made under the Agriculturists’ Loans Act (Act XII of 
1884:), but we found in the course of our inquiries that the figures of 
both types of Government loans were not separately shown We recom- 
mend that, m future, separate accounts should invariably be mamtamed 
m every district for the ti\o types of loans The figures of advances 
under the Land Improvement Loans Act, as made available to us, 
ure as tmder — 


Year 

(Figures in 
thousands of rupees) 

1901 

17,61 

1905 

19,05 

1909 

5,94: 

1913 

10,74: 

1917 

3,30 

1922-^ 

1,41 

1926t 

13,72 


MO Y 5 — Ca 


* Figures for 1921 are not available 
Y Figures for later years are not available 
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107 These figures indicate that the system is not being widely 
Development ' resorted to, despite the obvious need for land. 

Tagavx system improvement .and the great desirahilitj of 

promoting such improvement m all parts of the 
Provmce -which was emphasiYcd by several witnesses Durmg the 
course of our inqmry, we tried to find out why this source of credit 
•n^as not being largely availed of, and among the defects of the system 
that were brought to our notice the most serious was the delay that 
takes place in the disposal of applications There were complamts that 
schemes of land improvement had been put forw'ard but that their 
consideration was delayed so long that they had ultimately to be 
dropped Theie w'as also an impression that the amount that could 
be obtained as iagavi loans w'as insufficient Fuither, in no district, 
with the smgle exception of Bi]apur to which we make a reference 
later, ^ was there any w^ell-planned policy of promotmg agiicultural 
improvement by the grant of tagam under Act XIX of 1888, much less 
any demand in advance, for a share of the annual budget allotment 
under tlus head Wliile in the precaiious tracts of the Province w'here 
the Superintending Engmeei, kimor Irrigation WorlvS, had his staft 
conductmg their operations, or in the three districts of the Kaniatalc 
where bunding officers wcie at w'ork, there was some agency available 
on the spot for technical advice, guidance and supervision most of 
the other districts m the Province possess no ariangements for this 
purpose. 

^ The only distiict where we found an attempt was made to use the 
maolunery of the Land Improvement Loans Act under a definite policy 
of agricultural improvement and famine piotcction was Bijapur The 
"late Mr V H Naik, wdule Collector of Bijainu, subimtted to Government 
in 1926 a proposal for a special iagavi scheme, winch was sanctioned 
, by Government and an allotment A\as x^^accd at the disposal of the 
Collector from year to year The late of interest was specially lowered 
, to 0 21 per cent foi wells, but Icejit at the usual figure of 6^ per cent., 
for embanlonents Government approved of the appointment of a 
i revenue clerk oi circle insxiector as special iagavi officer for each iaJula 
, to scrutmize the apphcations for tagavi, to visit the lands proposed 
for improvement, to exanune the creditworthiness of the borrow ei-b 
and to prepare plans and estmiates Arrangements were made for the 
traimng of these officers and the mamtenance by them of special registei-^ 
and records to show the progress of their acti-vities The officers w ort 
under the local revenue mamlatda'i , hut maintam touch with the bundmj 
officer of the Agricultural Department Their duties do not end witl 
the scrutmy of applications ; when the loans are sanctioned, thej 
have to supervise the progress of the works and keep the higher aiitho 
nties informed about the proper utibzation of loans The system appears 
,to have worked satisfactorily so far, and there has been a good response 
'to the efforts of the Collector to get the ppoiile to undertake schemes 
V of improvement We would like to see a ‘’inula r policy adoptee 
'in other districts, especially those bable to drought The follow m§ 
table will be of interest as mdicating the possibilities of promoting 
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land improvement through a jiidiciom distribution of long-term tagam 
loans — 

Tagam advances %n the District of Bajapui 



Vear 

j 

Allotment 
by Go\crn 
mentfor 1 
the a car 

1 

Total No of 
works for 
wliloh loans 
were 
adinnccd 

Total 1 
amount 1 
advanced ' 
for the ' 
works in j 
columns 

3 and 4 j 

Total No of 
works 
completed 
during the 
jear 

No of works 
still in 
progress 

Tagavi 
Outstanding 
at the end oi the 
year 




Wads 

Wells 

during > earl 

) 

IVnds W ells 

Wads 

■Well-, 

Principal | 

1 

1 Interest 


1 

2 

3 

4 ! 

5 

1 

6 

7 

8 

9 

10 ' 

1 

11 



E<! 



Es 





Es 


Es 

1925 

20 

1 






39 

60 

10,90 107' 

94,059 

1926 

27 

2,52,000 

470 

355^ 

2,51)730 

465 

353 



11,80,530^ 

89,129 

1927 

28 

2,75,000 

009 

299 

2 74,398 

882 


1 


13, j3,975 


99,414 

1928 

29 

3,00,000 

617 

220 

2,99,999 

388 

1 


! 

j 

14,74,131 


84,154 


Total 

8,27,000 

1,702 

871, 
^ 1 

8,26)136 

1 

1,735 

1 

ssoj 


50 

1 


Note — For 1929 30 a sum of Es 3,00,000 was sanctioned and ontoftWs Es 1,11,482 wero advanced 
in tlie first half of tlio year for 194 new works, 136 wads (or field emhankments) and 68 irrigation 
vrells 

108 Another agency through Avbich long-term credit foi capital and 
permanent impiovement can be obtained is the 
co-opeiative society Agiicultural cooperative 
, societies are permitted under their bye laus, to 

grant loans, up to a maximum of Ks 760 for an individual, tor purposes 
of landimprovement, the loan to be secured on mortgage of land and the 
period of repayment to be ten years at the maximum Loans over Es 750 
are also permissible with the approval of the Kegistrar of Co-operative 
Socielies The statisties published by the Co-operative Department 
do not furnish figures oi loans issued by societies under this authority, 
whether out of their nw resources or out of fmids borrowed from their 
central financmg agencies , but from the e^^dence recorded it appears 
that such advances arc made on a limited scale, as the general view 
seenib to be that the grant of long-term advances for land improve- 
ment, w'lthout arrangements for previous in cpiiry and for control over 
the light use of mone}’-, should be discouraged 
Under rules framed by Government in 1922, m villages where co-operative 
societies are situated, advances under the Land Improvement Loans Act 
can be made only through the agency of such societies Government 
place an annual allotment, which now amounts to Es 3,50,000, at the 
disposal of the Bombay Provincial Co-operative Bank which holds the 
balance in current account and issues loans on the certificate of the 
Eegistrar Individuals applv for loans tc the village societies of which 
they are members, and the societies forward the apphcations to the 
central financing agencies — ^the central or the Provincial Bank — to which 
they are affihated Government grant the loans to the Provmcial 
Bank which is responsible to them for repayment The Provmcial 
Bank, in its turn, holds the central bank or the society — ^if affihated to 
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itself — responsible for tbe advances made, and the rates of interest are- 
61 per cent to tbe Provincial Bank, 5f per cent to tbe central banlc, 6 
per cent to 6|, per cent to the society, and 6| per cent to the individual 
borrowers Tlie latter do not have to pay anything higher than is 
payable by those borrovang direct throiigli tbe revenue authorities 
Tbe scheme has been only partially successful as is indicated by the 
fact that, year after year, some jiortion of the allotment has had to bo 
refunded to Government tor lack of ap^ihcations The advances maflc- 
from vear to year are shown below — 


Co-ope)ative T/ind Tm^rrovemev' Loiw’t 


Yenr 

I 

Allotment 

Received 

1 Total 

advances 
[ made 

1 


Rs 1 

Rs 

1922 23 

3,00,000 

1,02,471 

1923 24 

3,50,000 

94,229 

1924 25 

3,60,000 

1,00,310 

1925 20 

3,50,000 

2,09,570 

1926-27 

3,50,000 

1,14,070 

1927 28 

3,60,000 

1,02,270 

1928 29 

3,50,000 

I 

60,097 


109 It wall be seen from the table that the amounts advanced 


through co-operative societies are comparativelv 
The mam reason for this is that delays m 
the disposal of apjdications by the societies are even 
more senous than in the case of applications dealt with bv the revenue 
authoiities The latter have on the spot their owai agency — ^ill-equipped 
though it may be for the purxiose — to scrulimze apiilications, while 
apphcations from members of co oxieiativ e societies have to go to various 
authorities who have no siir-ilar agency of their own Apart from the 
society itself and its central bank, apiilications ha ve to go to local officers 
of the Co-operative or Agricultural Departments, often to the Dejiuty 
Director of Agriculture and invariably to the Assi':tant Registrar and the 
Registrar of Co-operative Societies The banks get a nommal remunera- 
tion for the responsibility they undertaLe and as the funds aie derived 
from Government it has been laid down that the work of mvestigatiou 
sliould be entrusted to Government officers To remedy this defect 
we suggest that in each district, where cn-oxieration has made progress, 
there should be some officer of the Co-ojicrative Department w ho is tramed 
in the elements of agricultural and engineering practice, to exanune appli- 
cations and also to w'atch ov^er the proper use of advances made "Wheie 
there are efficient ialuTca development associations wuth a quahfied 
staft, the services of the latter should, we suggest, be utilized by the 
Co-operative Department 

We noticed that there is one feature which is common to the system of 
tagavi loans, whether advanced direct through Government officers or 
through the agency of co-operative societies, namely general ignorance 
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about tbe facilities for credit and the procedure to be followed in securing- 
funds This lack of loiowledge may be due to apathy or ineitia To 
overcome it steps should, we are of opinion, be taken m all districts to 
jilace before the agriculturalpopulation the advantages of going in for land 
improvement, the schemes of improvement capable of being undertaken 
m various tracts, and the facilities that are available fox long-term 
credit To this end "we would propose, as the Boyal Commission on 
Agriculture have suggested, the creation of an agency, educative m scope 
rather than advisory, which, -without waitmg for the cultivator to con- 
sult it, should go to him and urge him to adopt the scheme best calculated 
to utilize his available water supply — ^to mention the most important form 
of land improvement — to the fullest advantage This agency should 
also work in close co-ordmation -with all the authorities concerned in 
rural development — ^the Eevenue, AgnciJtural, Co-operative and Public 
Works Departments as well as co-operative banks As soon as 
appbcations are scrutinized and plans and estimates framed, the 
papers should be passed on by the agency to the proper financing 
authority, whether the local revenue officers or the Co-operative 
Department 

As a step preliminary to such co-ordinated action, it would be 
desirable to undertake an investigation m every district mto the 
natural resources available for the protection of lands from fammes. 
Through the Executive Engmeers of some districts, and latterly through 
the agency of the Supenntendmg Engmeer, Mmor Irrigation Works, a 
certain amount of information has, we imderstand, already been collected 
on this subject in some districts, but the few thorough surveys already 
made have to be followed up by gi-ving publicity to the concrete pro- 
posals outhned therem, by securmg the co-operation of the rural popu- 
lation in adoptmg them and by arrangmg for the pro-vision of the re- 
quisite finance Though the post of the Supermtending Engmeer for 
Jlmor Imgation Works — the creation of which was specially commended 
by the Eoyal Commission on Agriculture to the attention of the other 
provincial governments — has been abolished, we would urge that the 
policy of investigatmg and encouragmg mmor irrigation schemes which 
the incumbent of this office was expected to carry out should not be 
abandoned , on the contrary, the actmties of this special staff should, -we 
suggest, be even extended to districts outside the insecuie tract From 
the pomt of view of the development of banking organisation in lural 
areas, what IS most important IS the raismg of the creditworthiness of 
the agricultural borrower, and nothmg will help towards that end so much 
as the encouragement of minor iragation works to afford protection 
against fanunes m the precarious tracts and to stimulate intensive 
farming in others 

110 It -will be seen from the foregoing description of the existing 
’ Defects of Exist- agencies for the pro-vision of finance for agricultural 
iNG Ceedit improvement that not one of these possesses all the 
Maohinebt ingredients required for enabhng it to develop mto a 

sound system of long-term credit These reqmsites are a low rate of 
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interest , redemption by a number of small annual payments fixed on 
tbe basis of mcreased repaymg capacity , and automatic expansion of 
resources. Neither tbe sowcars nor the landlords command suflSlcient 
capital to enable them to finance improvements at fair rates of interest 
and for long penods, and co-operative societies are hardly m a much 
better position The funds that they or their central bante can supply 
are meagre compared to the magmtude of the problem, and at present 
the finance provided by them for land improvement is practically 
confined to the tagavi placed by Government at the disposal of the move- 
ment Tlltimately, therefore, the mam source of long-term credit is the 
State, functionmg through the machinery provided by the Land 
Improvement Loans Act Useful as is this method of finance, it possesses 
certam drawbacks which render it unsmtable to serve as the credit 
agency of the future for long-term finance Undoubtedly, the rate of 
interest is comparatively low, and it is possible to have repayment 
spread over a long period, but the procedure for securmg loans and the 
methods of mquiry do not commend themselves to the agncultural 
population and the system has not, therefore, been a great success 
The tagam Acts do not, besides, make any provision for the finance 
reqmred to reduce the burden of agricultural debt, for which purpose 
some credit orgamsation has, m any case, to be created 


111 In our remarks on agricultural indebtedness we have mdicated 
Cbedit roE Debt the hues on which that problem is capable of solu- 
Redemftion tion It wdl be clear from the observations made 

at the beginiung of this chapter that we attach very great importance 
to the need for mcreased production, but the influence of better farming 
and intensive cultivation on reduction of debt will be slow and gradual 
In the meanwhile, it would be unwise to allow this burden on the land 
to grow heavier, and some method of direct attack is necessary to reduce 
the mcidence of heavy mterest charges which are, in effect, a tax on 
production Hence it is desirable to give to agriculturists who possess 
sufficient credit an opportumty of redeeimng then: property or freeing 
themselves from unsecured debt withm a reasonable period of tune 
through some form of credit orgamzation which should possess the 
essential features we have referred to above This search for a credit ' 
machmery for long-term finance is by no means pecuhar to India or to 
Bombay In this Provmce, a solution of the problem was attempted 
as early as the mneties of the last century by Mr Justice Kanade and 
Sir WiUiam Wedderburn Later, Sir Lalubhai Samaldas submitted 
a scheme to Government m the first decade of this century, while 
Sir Dmshaw E Wacha has also advocated the starting of an agricultural 
banlc on the Egyptian model 


112 With the intioduction of co-operative credit, hopes were enter- 
tamed that village societies, with the assistance of 

Oo OPERATION AND - ® ^ _ _ _ 


Dand Mortgage 
■Cbedit 


their central banks, nught be able to provide finance 
on a long-term basis, and it was the appreciation of 
this pomt of view that led to the approval by Government of the scheme 
of debentures put forward by the late Sii Ahthaldas D Thackersey 
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•when he promoted m 1911 the Bombay Central (now Provmcial) 
Co-operative Banh These debentures are secured by means of a floating 
charge on the general assets of the Banlc, consistmg primarily of 
advances to registered co-operative societies They bear interest at 
4 per cent , payment of which is guaranteed by Government until the 
debentures are redeemed The debentures issued amounted till last 
year to Es 7,80,000 out of a maximum of Ks 20 lakhs prescribed 
imder the arrangements and the Bank was nof able, after the out- 
break of the War, to issue any further debentures and extend facilities 
for long term credit One of the main grounds of objection to village 
co-operative societies and central banks undertaking responsibihties in 
this direction is that their resources for long term finance are limited 
and can expand only if long-term deposits are attracted at high rates 
of mterest which would m turn raise' the lendmg rate unduly It is 
felt that there is no maehinery available for venfymg titles, evaluat- 
ing the security and gettmg documents executed Moreover, no large 
amount canbe advanced to a single individual, when the other members 
are also made responsible for his debts The mtroduction of mortgage 
secunty also saps the sense of personal responsibility on which uahmited 
habdityis baaed Bor these reasons, the Provincial Bank and co-opera- 
tors, official and non-official, have been forced to the conclusion that 
the ordmary system of co-operative credit is unsuitable for long-term 
finance 


113 The principal difficulty in the way of providing facihties for long- 
term credit IS that neither sowcars nor indigenous 
Advantages oi bankers, neither joint stock noi co-operative banks, 
1 OETGAGE ANKs prcpaTcd Or are in a position to invest fimds on 

the mortgage of lands and allow their finances to be locked up for long 
periods, the former because they find finance for marketing or 
current needs more remunerative, the latter because their own borrow mgs 
are generally on a short-term basis , and, further, none of the agencies 
is able to provide capital at a low' rate of interest The mortgage credit 
of agriculturists has, therefore, to be mobihsed in a form which crejites 
a marketable instrument m which the investing classes can put in then 
money with confidence This instrument is the mortgage debenture, 
secured on mortgages of immoveable property, mainly in land, executed 
by borrowers The advantages of this machinery are — 


1 It establishes a standard system of land mortgage credit for 
agriculture 

2 It affords to liolders of agricultural land credit facihties for 
redeeming then lands from mortgage, for hqmdatmg pnor unsecured 
debts or for efiectmg permanent improvements, secured on the mort- 
gage of then: lands, at a reasonable rate of mterest, m a standard and 
umversally acceptable form and free from the risk of uncertamty of 
demand for repayment 

3 It affords the necessary opportumty, by provision of credit 
facihties to individuals, to purchase and develop lands or brmg under 
cultivation cultivable waste or fallow lands 
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4 It creates a standardisefl secimty for investment and opens 
up a cliannel for the safe investment of capital m the agricultural 
industry 

114 Land mortgage credit for the development of agnculture and the 
redemption of mortgaged property is now firmly 
Moetoaoe Banks estahhshed in most of the advanced countnes of the 
IN OTHER Countries world The landscJiaften of Germany are the 
earhest examples of this form of credit orgamsation 
and the federal farm loan system of the Umted States of Amenca is one 
of the most recent In Ireland and in England, during the last few 
years, agricultural credit corporations have been set up, the main 
feature of which is the large measure of State aid extended to 
enable them to popularize the land mortgage debentures In Ireland, 
Government undertake to subscribe to the capital and guarantee the 
prmcipal and interest thereon, as well as on the debenture bonds issued 
by the corporation In England, the share capital, which bears a hrmted 
dividend not exceeding 6 per cent , has, following the lead given by the 
Bank of England, been wholly subscribed by various ]oint stock banks 
while Government have provided the coipoiation with a guarantee 
fund of £650,000, free of interest, for sixty years, and besides contribute 
annually £10,000 towards their expenses The debenture bonds to which, 
too. Government may subscribe and of which they may procure the 
imderwxitmg, rank as trustee securities The Irish and English 
corporations can deal direct with the farmers oi utilise the agency of 
co-operative organizations in Ireland, or of joint stock banlcs in 
England In the Umted States of America, the federal farm loan system 
provides for the creation of a cham of co-opeiativc organisations The 
individual farmers combine in their local associations called “ national 
farm loan associations ”, and these associations are federated into 
“ federal farm loan banlcs ”, which are twelve in number At the apex, 
there is the “ federal farm loan board ” attached to the United States 
Treasury Department and responsible for co-ordmating and supervismg 
the activities of the land banks which are jomtly and severally respon- 
sible for the bonds issued by each The bonds are free from all taxation 
and are recogmzed as “ instrumentahties ” of the Umted States, and as 
a legally authorised investment for all “ fiduciary ” and trust funds 
Shares m the land bank are held by the governments of the different States 
or by individuals but the aim is to have the entire share capital held by 
“national associations” State aid is thus the basis of the land 
mortgage credit system in all the three coimtnes refeired to above 
Another feature of the federal farm loan sjratem to which we should 
like to call attention is that business is conducted through local 
orgamsations enjoymg intimate touch with the agricultural borrower 
These few facts are set forth here to indicate that though land 
mortgage banking is m an experimental stage m India, it has over half 
a century’s history behmd it in Germany and elsewhere, and that 
worked under proper control and with due safeguards, it is a most 
valuable instrument for improving the economic status of the peasant 
proprietor 
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115 At the Conference of Registrars of Co-operative Societies held in , 
1926 a scheme of land mortgage orgamsation was put 
r- forward and the proposals were examined by the- 

Royal Commission on Agncultnre which expressed 
general approval of the scheme The Commission, however, emphasised 
the need for controlling, through a central organisation, the work of 
issuing debentures and urged the need for caution, especially in the work 
of debt redemption In conformity with this policy, the Government of 
Bombay have approved of the orgamsation of three co-operative societies 
one each, in the distncts of Broach, Dharwar and East Khandesh 
These societies were registered last year and are formed on the model of 
the national farm loan association of the Umted )States The membership 
of these bodies consists of groups of agriculturists who hold land and 
wish to borrow on its security for approved purposes The purposes for 
winch loans can be made are — 

(1) The improvement of land and methods of cultivation 

(2) The installation or purchase of costly agricultural plant and 
machinery 

(3) The ledemption of mortgaged lands and houses and the hqui- 
dation of old debts 

(4) The purchase of land for pmposes of land improvement oi 
foi makmg better cultivation possible m the general interests of the 
community or for bringing undei cultivation cultivable waste or 
fallow lands 

The members contribute, as share capital, five per cent of the amomit 
of their borrowings, and this capital is mvested separately The societies 
have powei to advance loans to a maximum of fifty pei cent of the value 
of unencumbered land, 01 in special circumstances of, house property and 
the period of the loans may extend upto thirty years The committees 
of the societies, on which there are representatives of the Registrar of 
Co-operative Societies and the Bombay Provincial Co-opeiative Bank 
(which fimctions as the central bank for this business), make recom- 
mendations with regard to loans which are subject to the approval 
of the Provincial Bank and the Registrar Each of the societies has 
attached to it as a land valuei an officer of the Revenue Department 
whose services have been lent fiee of charge by Government for the 
initial period of working We would note here that we attach great 
importance to the systematic valuation of lands on scientific hnes and 
“ would not like the land mortgage organisation to accept a multiple of 
the assessment as the basis for land valuation The arrangement of 
lendmg the services of a Government officer for this purpose seems, on 
the whole to be the most suitable under the existing conditions Both 
m respect of control of valuation and the grant of loans, the local 
societies do not enjoy imfettered discretion, but in the present circums- 
tances we agree that the control of the organisation has to be 
centrahzed The grant of too wide a discretion to the local directorate 
has already led to certain difficulties elsewhere, and it is reported that 
theie have been cases of deliberate default and unsound business. 
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There is one feature of their working which appears to stand in need 
of some modification As the model of the federal farm loan systeni 
IS followed, the present arrangements are that no portion of the 
margm between the borrowing and lending rates of interest is available 
for the local society, which is expected to meet its expenses out 
•of the interest on the investment of its own share capital supplemented 
by small grants from the Provincial Bank In the United States, 
the working expenses of the national associations are kept very low, 
gratuitous service is common, and all out-of-pocket expenses are 
recovered from borrowers That seems to be a fair arrangement, but 
it IS worth considermg whether, m view of the large size and wide area 
of the societies started in this Province, a fixed portion of the 
margin between the two rates should not accrue to the local land mort- 
gage societies Prom the point of new of expense, ns well as of mutual 
contact between borrowers, the question of the area of operation appears 
to be important The Royal Commission on Agriculture favoured 
restriction of the area to the smallest unit consistent ivith competent 
management After comparison of the results of the workmg of one 
society in this Pronncc, vhich serves only a f alula with the other two, 
each of which serves a district, Government may decide what should 
be the area of operations in future For the present, however, we \v ould 
only suggest that even the societies which have the whole of a district as 
their area of operations may be advised to restrict tlieir actual operations 
to one tahcla or a group of two or tlirec contiguous talulas The three 
societies now worlong in the Province have only recently started their 
operations and the amount of loans they have sanctioned so far is verv 
limited, the total coming to Es 1,15,766 only Government may now 
well examine whether they should not permit the formation of co-opera- 
tive land mortgage associations in different parts of the Presidency, 
without awaiting the results of the workmg of the tliree societies 

116 The prmcipal improvement that is called for m the present 
arrangements is - the creation of an independent 
° central land mortgage bank for the Pro^uucc corres- 
jjondmg to the “federal land bank” imder the 
American sj’stem The Royal Commission on Agriculture recommended 
that the issue of debentures should be controlled by a central orgamsa- 
tion on the ground that the system of issue by separate mortgage banlvS 
would ineiutabl)' result in a nmnber of small institutions floodmg 
the market wuth competuig issues, that the security of each umt 
would be low and that, consequently, the terms of issue might have to 
be unfavourable Even in Madras, where debentures were pernutted 
to be raised by local banks, it has now been found necessary to start 
n central bank for issiung debentures and for co-ordmatmg the work of 
local banks In this Province, wdiere, according to the present system 
of land mortgage credit, the local society is, for all practical puiposes, 
an advisory and guaiantcemg body, wc are convmced that the need 
for a central land mortgage orgamsation is all the greater than in 
Madras The Provincial Bank wdiicli has, as a provisional arrangement, 
agreed to laise additional debentuies to finance co operatii e 
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land mortgage societies is now unwilling to shoulder further 
responsibility for the work The Provincial Bank is an institution itself 
receiving short-term deposits from the puhhc and functiomng as the 
balancmg centre of the co-operative movement, with which all the surplus 
funds of various mstitutions are being deposited It owes a duty to ita 
own depositors as well as to depositors m its affiliated institutions to see 
that it assumes no responsibihties which are likely to result m its funda 
being locked up m long-term agricultural finance Land mortgage 
finance, even imder the best of safeguards, may lead to complications 
such as unavoidable purchase of dands, and the credit of any 
banking institution dependent on deposits for its capital is likely to 
be rudely disturbed by such transactions or^ even by rumours of its 
being mvolved m them Besides, the Provincial Bank in its financial 
relations with the Imperial Bank of India finds itself handicapped owing 
to the fl.oating charge created on its general assets Under the original 
trust deed,it cannotissue debentures chargedspecifically on the mortgages- 
held on account of local societies, while there is no doubt that such 
mortgage bonds have better prospects of findmg favour with the public 
than debentures secured merely on the general assets We, therefore, 
recommend that as in other countries. Government should actively 
assist in the startmg of a central land mortgage bank, with the 
assistance of the Imperial Bank of Jndia and joint stock banks, the 
Provmcial and other co-operative banks and the land holding classes 

Membership of the central bank should, as m the “federal land banlcs,”' 
be open to all these at the start, and Government too should take up the 
unsubscnbedportion of the capital The outside shareholders and Govern- 
ment should, however, withdraw gradually as the shareholdmg of the local 
societies mcreases The constitution of the directorate should provide for 
a large and increasing share in the management being given to the re- 
presentatives of the local societies and should also include a seat for the 
Begistiar of Co-operative Societies oi some other noimnee of Government 
The bank should, we recommend, be registered undei the Co-operative 
Societies Act to provide restrictions on the rate of interest on lendings 
and on dividends All the other restrictions of the co-operative system 
would also operate and the Registrar would have his powei of inspection 
and audit No additional power for securing the interests of Government 
seems to us to be necessary though the agreement with Government and 
the trust deed to secure debentures wdl contain all the susual afeguards 
now embodied m their agreement with the Provincial Banlc The bank: 
should be allowed to issue debentures to the extent of twenty times 
the paid-up capital These debentures should have both the prin- 
cipal and interest guaranteed by Government and they should undertake 
to subscribe to a portion of the debentures Government have, it may be 
noted here, already agreed to purchase debentures of the Provmcial Bank 
to the extent of Rs 5,00,000, to be earmarked for land mortgage work, 
of which amount Rs 2,00,000 have already been subscnbed 

A guarantee by Government is valuable from the point of view^ of the 
investors, and witnesses connected with the Bombay money market 



■testified that otherwise they were doubtful of a wide i espouse on the 
V part of the investing public Government, moieover, owe a duty to the 
agricultural population and can meet the demand for better facihties for 
long-term finance by giving a guarantee, by which means they will be able 
to inspire confidence in this new system of land mortgage credit without 
any loss or embarrassment to themselves The present debentures of 
the Provincial Bank rank as trustee secmities under the Indian Trusts 
Act, and we approve of simibar lecogmtion bemg accorded to the 
debentures of the proposed central institution We recommend purchase 
by Government of these debentures, as that ^vlll be the best means of 
introducing them to the market, promoting their negotiability and givmg 
a lead to the rich landlords %vho are otherwise very conservative in 
matters of investment We further suggest that in the areas of 
drfierent land mortgage societies an opportumty should be afforded 
to local investing classes to subscnbe to the debentures of the 
central bank When appreciable sums are secured locally, the 
debenture director, for whom provision is made even in the existing 
bye-laws of co-operative land mortgage societies, aviII be a valuable link 
between the local investois, the borroweis and the central land 
mortgage bank 

117 Durmg the course of our mquiries m Sind, we received a large 
volume ofevidence in favour of the creation of a land 
«AUE^AirK°L mortgage bankforSinddistinctfromtheorgamsation 

reqmred for the Presidency proper The chief 
groimd for this demand was the desire to make suitable arrangements 
to finance the purchase of lands to be brought under perennial irrigation 
imder the canal system which will be fed by the Suklnir Barrage project 
These demands were put forward on behalf of zemindars, as w’ell as on 
behalf of lians whom several witnesses wished to see settled on lands of 
their own instead of bemg tenants-at-wall havmg no permanent interest 
in the cultivation of the lands enti listed to them There were also 
proposals for financing the colomzation of some portions of the new 
lands to be brought under cultivation by young men from the middle 
classes in towns and cities The recent orders of Government {vide 
Press Note P 69, dated 7th March 1929) make pro'VTsion for the grant 
of lands on the Barrage to zemindars, peasants and the general public 
About 3^ lakhs of acres of fallow forfeited and moJiag land is to be given 
to existing holders at the nommal rate of Rs 16 per acre, the amount 
being payable in two annual instalments As regards grants to peasants, 
it is intended to give them land, about 16 acres each, atu concessional 
rate They will be allowed to complete the payment of the price wntlun 
a period rangmg, at their option, from 20 to 45 years Durmg the first 
five years the peasants wull be tenants-at-will, paymg Es 3 per annum 
per allotted acre During the remaining period they will have to pay, 
in addition to the ordmary land revenue, a sum varymg, at their option, 
from Rs 5 to Rs 3 per acie, the former if they wush to complete the pay- 
ment -within 16 years, the latter if within 40 years For the present. 
Government have setaside 60,000 acres for malcmg such grants to peasants 
They have also authorised the Revenue Officer, Suklcur Barrage, to 
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•consider applications from co-operative societies or other orgamsed 
groups for grants on terms not more generous than those outlined 
:above 

As regards the bulk of the unoccupied land, Government have decided 
to sell it at the best prices procurable from time to time Sales by 
auction will be the rule and these will be open to all bidders Payment 
will be allowed to be made in mstalments, the general rule being 10 per 
cent down and the balance to be paid by five annual equated pajnnents 
-of prmcipal and interest, the rate of mterest being 6| per cent The 
sales will be held from time to time, and generally not more than once a 
year before the canals are opened and flomng 

These orders provide facihties foi all classes of the population desirous 
of taking advantage of the newly opened areas, but there has been 
some criticism to the effect that in the case of open sales, the period of 
five years over which payment is to be spread is too short and that if 
it were extended to ten years, better prices would probably be obtamed, 
nnd more buyers attracted We thi^ that there is some force in this 
criticism and suggest that the period be extended to ten years, especially 
as such extension is not likely to caus'e any loss to Government 

So far as the present zemiiidars are concerned, they wiU require finance, 
as Mr H Dow, ICS, Revenue Officer, Sukkur Barrage, has 
pointed out to us, not so much for the purchase of more land, as 
for developmg, as quickly as possible, lands which they already 
hold The great increase m cifftivation which may be expected m 
the early years of the Barrage will come rather from an mcrease in 
•cultivation of existing occupied lands than any rapid extension of culti- 
vation m virgm sod The zenvtndai who at present holds 400 acres of 
which he can cultivate only 100 acres needs to be taught to use all his 
resources m bnngmg lus existing holdmg mto full cultivation under the 
new conditions, so that the land he armually cultivates will be, say, 300 
-acres instead of 100 acres The question of the provision of funds for 
this purpose has an important bearmg on the proposal for a land mort- 
gage bank for Smd 

Finance wiU also be required for the clearance and reclamation of 
the land, and for all the other prehmmary expenses of development 
The' need for the introduction of labour-saving machinery m Smd 
and also for the installation of pumping plauts for lift irrigation has 
aheady been referred to earher m tffis chapter Lastly, it may be 
observed that the problem of agricultural debt, despite the size of the 
estates and the absence of small holdmgs, is as acute m Smd as in the 
rest of the Provmce and has been aggravated by the floods, frosts, heavy 
rains, and locusts that have visited Sind durmg the last three years in 
succession For these reasons and m view of the difference in 
agncultural, social and general economic conditions, we should like to 
see a separate land mortgage bank created for Smd If that is not 
feasible, the central bank for the Presidency will have to open a 
branch for Smd and appomt a local committee to assist m its worl^g 
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118 When a central land mortgage bank is started m the 
Presidency and it co-ordinates the work of the local 
societies, it should also estabhsh contact •with 
the special agency for minor irrigation -works 
referred to earher in this chapter and utihze its 

services for the extension of irrigation facihties Important as is 
the work of reducmg the load of indebtedness by direct measures, 
it has to be undertaken -with great caution From the pomt of -new 
of national progress, we attach great value to action taken to stimulate 
mcreased production and mtensified agriculture and we visuahze a tune 
when the central land bank "will have its ovm stafi for promotmg such 
development Similarly, we also foresee a tune, at a much later stage 
when the tagavi operations of Government imder the Land Improve- 
ment Loans Act will gradually be absorbed m the land mortgage credit 
system Even at present, these operations are not considerable, and 
much success has not attended the efiorts of Government to popularize 
the system by entrustmg the work of distribution of loans to co-operative 
agency At the same time, we do not hke to suggest any action 
which would reheve Government of then responsibihty in the ma-ttei, 
and it IS for this reason that we recommend Government themselves 
to take the imtiative in constitutmg a central land mortgage bank 
and financing its Operations at the outset The only drawback about 
any eventual absorption of the long term tagavi operations m the land 
mortgage system is that the new agency might not be m a posi€on to 
grant suspensions freely or to allow partial or full remissions either 
of prmcipal or interest Some mutual arrangements between Govern- 
ment and the banlc m this respect and the grant of subsidies may, 
however, provide a solution of this difficulty when the question has 
eventually to be settled 

119 We would like to refer here to the proposal frequently made for 

investing the land mortgage organisation with powers 
Peeoahtions keoes- of foreclosure, such as are enjoyed by similar 
saea mstitutions in many European countries Though 

the Eegistrar of Co-operative Societies and a few 
other witnesses supported the 'view that such powers w^ere necessary, 
both the Provmcial Bank and the Co-operative Institute seemed to hold 
that extraordmary powers should not be resorted to until by experience 
the ordmary machmery was foimd defective In the absence of actual 
experience of the workmg of the land mortgage societies, -n’e would 
concur in the latter -view, particularly as we feel that the grant of powers 
would from the outset brmg this system mto discredit as an agency the 
operations of which might result in expropriatmg from their lands- 
those who resort to it for borrowings Rather than depend on powers 
of foreclosure, these institutions should choose then members carefully 
and make thorough investigations not only mto the title and valuatiofi. 
of lands, but also mto the character, repaymg capacity and credit 
position of the borrowers Another pomt to which we should like 
to draw attention is the influence of the partition of estates on the 
credit of borrowers and then repaymg capacity. The value of the 
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land, its productive capacity and tlte income from agriculture are all 
seriously afEected wlien on the death of a borrower, his estate is sub- 
divided and the lands are cultivated separately by the various co-sharers. 
We realise the difficulty of dealmg with this problem by legislation, but 
we should like the promoters of local land mortgage societies and the 
authorities of the proposed central land mortgage bank to carry on 
propaganda among their members to discourage partition of estates, and 
carefully watch the effects of the sub-division of landed properties on 
the economic condition and repaymg capacity of borrowers Caution in 
these respects, scrutiny of purposes, supervision to ensure the proper use 
of loans, settlement of debts so as not to allow the old creditors to 
benefit at the expense of their debtors because of the easy terms 
of finance, rigid insistence on the punctual payment of stipulated mstal- 
ments except in times of distress, these should suffice to ward off 
unpleasant conseq^uences, and if defaults still occur, recourse may 
be had to the ordinary law, supplemented by such special powers as are 
aIreadyen]oyed by institutions registered, as this bank is proposed to be. 
under the Bombay Co-operative Societies Act « 

120 We received no evidence favouring the creation of land mortgage 
banks on the ]omt stock principle as distinct from 
Joist Stock Mobt- the co-operative organisation sketched above. 
oAGEBAirKS Some countries have this t 5 q)e of bank as the 

sole agency for dispensmg land mortgage credit, 
while others have two parallel organisations, the co-operative and the 
capitalist, functionmg side by side We foresee some danger in a large 
capitalist organisation undertaking the direct financmg of mdividuals 
throughout the Provmce As the membership of local mortgage 
societies is open to all holders of agricultural land, it is likely to be urged 
that registration under Company Law' should be refused to any othei 
institutions providmg credit on the security of mortgage of land The 
contention is that the entire attitude of a ]omt stock capitalist 
organisation towards the problem cannot be imbued wuth the spirit of 
sympathy for the agriculturist W'hich is essential for the successful work- 
ing of any system of rural credit, that the borrowers wall have no control 
over its operations and that owing to its anxiety to secure the maximum 
of profits there are bound to occur conflicts in which the agriculturist, as 
the w'eaker party, will suffer We appreciate the force of these arguments , 

and, though we do not propose that ]omt stock organisations should be 
prohibited from malang advances to agncultiirists on the security of 
mortgage of land, w'e hold that under any bankmg legislation that is 
undertaken provision should be made for regulatmg the work of 
joint stock banlis desirous of entering the field of agricultural land 
mortgage credit We also recommend that if such mstitutions come 
into existence and issue debentures, no special facilities need be 
placed at their disposal ' The reasons are obvious The co-opera- 
tive orgamsation deserves support because it is subject to all the 
restrictions imposed by the co-operative law in respect of shareholding by 
individuals, rates of interest on lendings, distribution of profits, rates of 
dividend and participation by the borrowers in the control of workmg. 

MO Y 5 — 7 
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The ]om,t stock organisations, on the other hand, have their operations 
unfettered by any control and are not subject to any restrictions in respect 
of rates of interest and dividend, and make no portion of their profits 
available for the benefit of their borrowers Not being m touch with and 
not bemg amenable to the control of their chentele, their operations 
may turn out, in the long run, detrimental to the interests of the 
agricultural classes, who sought their help for gettmg relief from 
the burden of mortgage debt or the improvement of their lands, 
but who may find, on the contrary, their property passmg away 
from their hands The value of the co-operative land mortgage system 
consists in its bemg based on the local society, which possesses local 
knowledge of character and repajrmg capacity and may be trusted to 
see that money is spent wisely and that timely pressure is apphed to 
ensure punctual repayment These are the essential features of any 
sound system of controlled credit, m the absence of which bankmg 
orgamsation on modem Imes, whether for short-term or long-term 
•credit, may do more harm than good to the rural population 
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CHAPTER Vn. 

’ JIaeketing Ageicultueal Pboduce 

121 We have dealt so far with the problems of agricultural produc- 
ScoFE or THE tion and credit We shall now discuss the supple- 

Chaptek mentary question of marketing When faimlies and 

communities are more or less self-sufB.cient, there is little need for the 
services of markets and middlemen, but with the growth of division of 
labour and specialization in production marketmg assumes mcreasmg 
importance Though there has been considerable development of trade 
in this Province, marketmg arrangements need better orgamsation and 
financmg AVe describe in this chapter the existing system of the sale 
and marketmg of agricultural produce and indicate the Imes of 
improvement therem 

1 22 As there are no regulated markets in this Pro vmce , with defimte 
Markets location, rules of business and agencies of control, 

the word “ market ” is used very loosely, often meanmg only a place or 
a locality where sellers and buyers meet There are certam regulations 
framed and enforced by mumcipal and other local bodies, but they refer 
mainly to samtary matters and the convemence of the retail buyer 
Broadly speakmg, every village is a market for export and perishable 
crops, as buyers and sellers meet there and settle bargams The term 
»s, however, popularly applied only to village bazars, and to village, 
tovm or city centres where crops of all kmds or of any particular kind 
are brought for sale The weekly bazais or markets held at villages and 
toAvns, which are a common feature of the Deccan, the Karnatak and the 
Konkan (theie are, for example, as many as 42 markets in the district 
of Sholapur and 50 m Bijapur) are governed almost wholly by custom 
The day of the week, the time of holdmg the bazar and often the place 
m the village have been fixed by custom If a weekly market is to be 
held m a new place, the District Magistrate’s approval is necessary under 
the Markets and Fairs Act (Bombay Act of 1860). At such bazars, 
sales are made direct to the purchasers and for cash Besides local 
traders, agents of outside merchants, pedlars, put up their temporary 
booths Agricultural produce, cattle and articles of domestic require- 
ments such as cloth and bangles, etc , are brought for sale Thus they 
are both collectmg and distributmg centres In some places, such as 
Poona, there is a special market for cattle, while markets for fodder, 
often well organised, are to be found in several towns 

In Gu]erat, there are generally no weekly bazars or organised markets 
All the towns or vdlages which have ginmng factories serve as cotton 
markets Sales of cotton take place in the compounds of gmmng 
factories or m railway station yards At most centres, there are no 
market places where buyers, brokers and sellers can meet , nor are 
there market committees or hcensed brokers, regulations regardmg 
conduct of sales, customary levies, and such other matters In 
Khandesh and the Klarnatak, some mumcipahties like Jalgaon and Hubh 
have provided open spaces which serve as cotton markets, whereas at 
places such as Pachora, there is nothmg like a market yard and 
MO Y 5 — 7a 
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tmn'.iction-v tukf })lnrp m th*' compoimd*- of gmuprio*' Horo nl-o tiu rr 
arp no market comioittcp*' or regulations There art at certain xiliues. 
association^ of traderb, brokers, etc , uhieli try to see that the market 
pnicticc" and customs appro%ecl by them are enforced Tlie 
agrirulturists are not represented on these comimttees and associations 
As regards produce other than cotton m the case of qio, the lotalUt 
m % tOOTi or c'ltv Achere the shop-, of Acholesale merchants dealing m a 
particular commodit} are situated constitutes a market for that 
coinmoditA For other produce them are sperial sites assigned for 
marketing ('oimiussion agents negotiate with prospective Imvers- 
samples art shown, prices fived and bargains struck 

In Smd there are no organised market rentres Shikarimr and Jacoba- 
b'ld are small centres for gram, but even these arc not sa stemnticaliA 
organised Tlie zcimndan sell gram to middlemen, sticli as brokoi-s 
ndatya'i and merchants m the local areas as soon as the croji is harA'csfed 
Cotton H bought genoralK In ginning factories or export firms diroetlv 
from zcmmdftTs or througli merchants or their oaau agents 

123 The total Aalue of all the crops groAcn m the ProAunce has been 

estimated at an average of Rs 152 crores of aaIucIi 
t oiujir 01 Hisisrss Go crores aie accounted for b} money ci ops, and 
87 crores by food and fodder crops All the money 
crops and a p.irl of the food and fodder crops aic annually disposed of 
either in ATliages or m market places The total value of the crops sold 
inaA’ be taken to bo not less than Rs 110 crores Tins figure rcpiesents 
onh the salue of the crops sold by the cultiA’ator The meichant. 
hoAAOACr, has to handle c rops of grcatei aggregate value— ns theie are 
crops imported from or passing through tlie Province, sucli as cotton 
from Rirofla and Berar and cotton and AAheat from the Punjab Tlic 
fnrurcs regarding the value of crops and markctuig though impressive, 
do not give an idea of the work and orgarusation iiiA'olved in millions of 
transactions with small producers at thousands of places 

124 Ver\ few marketing surveys hav e been made.m this Provinee. 

In fact the inATStigat ions conducted b} the Indian 
ieErrrso uiaias Cotton Committee into the marketing and 

tinance of < otton are practically the onh surveys so far made Some 
information about marketing lias also been collocted in n few' villages 
which were mtensiAch survcAcd by us In the absence of othei similar 
investigations howevei, .iccurate and reliable information for all tlie 
important crops m the different tracts is not available For crops other 
than cotton aac have confined oui observations to a few lending features 
of the marketing of a few crops in representative .irons 

125 Marketing conditions v.ar> from tr.irt to tract ns regards the 

Drrri r r* t Ct procluc t and ev en in the same tract, in respect 

o^rCfors " “"'of different products, but some broad generalisa- 

tions can be drawn for the Province ns a whole 
For the purjjoses of raarl’cting, the crops c.'in be divided into three 
clarsfs. (1) Crop the greater part of which is exported, (2) non- 
perishable crops which arc mostly conRumed in the Province itself, and 
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^3) penshable crops -which are mostly consumed in the Province They 
may. for the sake of convemence be called “ export.” “ food ” and 
perishable ” crops, respectively 

1 26 Amongst the export crops, cotton is by far the most important, 
rxroBT CBors covering, as it does, an area of 5 milhon acres in the 
■coTTox Proiunce The Pio-vince can be dmded in-to the 

following SIX tracts the diinsion being based on the types of cotton 
grown therein — 

(1) North 6u]erat 

(2) Middle Giijerat 

(3) South Gujerat 

(4) K-handesh 

(6) Karnatak 

(G) Sind 

The investigations of the Indian Cential Cotton Committee extended 
over 1, 2, 4 and 6 only Our inquiries covered 2, 5 and 6 


The following diagram indicates the channels through v Inch cotton 
usually passes from the grower to the null-buyer or the exporter 
Tariations, however are numeious, and the number of middlemen is 
sometimes larger 

GROWER 


Viilngc dealer 

1 

JHrl ct {through 
broker) 

Middleman (ono 
or more) 
(Giiming ) 

Borab-vj commission 
31 cent (one or more) 


Travelling buyer 


Hiddlcmnn {oni 
or more) 
(Ginning ) 


Commission agent 


Co oporatn e Sale 
bocictj 
(Ginning in 
Gujernt ) 


Exporter or m'U Vnij or 
or merclinnt’s agent 
(Ginning ) 


E \portor or mil! buyer 
or merchant 


127 Sometimes agricultimsts sell tlieir standmg crops of cotton, but 
such sales form a small percentage, the maximum 
FTHODs oi KLT accordiBg to the Cen-tral Cotton Committee’s 

investigations, havTingbeen effected m Smd, where it was found that 
nme per cent of the outturn belonging to -twenty per cent of the 
•cultivators was sold in this -way Most of the -transactions appear to 
he of the nature of forward sales undertaken practically without any 
knowledge of the position of the cotton crop or the prices current in 
this country or in other parts of the -world Such sales are undertaken 
at times because the cultivator is in want of money and at times merely 
for the sake of speculation ' As a rule, the agriculturist sells seed cotton 
(Lapas). In North Gujerat, bolls {hillas) are sold instead of seed cotton 
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purcliases according to the req^uirements of their principals There 
are no intermedianes between the sellers and the buyers at the village, 
and in a large majority of cases payments are not delayed, except mSmd 
where the sowcar credits the sale proceeds to the agriculturist’s account. 
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Middlemen 


When the cultivator takes his cotton to a market place, he has 
to sell it through commission agent and the prices 
are fixed between the agent and the seller by 
finger negotiations under cloth The cultivator is not actually 
debarred from setthng his bargain direct with the buyer, but owing 
to his Ignorance of business practices he almost invariably prefeis to 
sell his produce through the agent After the bargain is struck and 
the cotton istaken to the ginning factory, tandhas (disputes) sometimes 
arise betw'een the buyer and the seller as to the quahty of the produce. 
The buyer ofiers a smaller price on the plea that the cotton is inferior 
and the seller being in a weaker position has usually to gi\e in The 
commission agent is generally responsible for the payment of the price 
which the producer almost invariably receives on the spot 

After the seed cotton leaves the hands of the agriculturist, it passes 
through one or more middlemen and is ginned at suitable village centres 
or at market places According to market practices and convenience, 
mill buyers and exporters buy seed cotton through their owm brokers 
at important market centres, as in the Karnatak, or buy lint from town 
merchants or commission agents of Bombay firms 

130 The marketing of other export crops, such as w heat and ground- 
nut which respectively occupy twenty and ten lakhs 

° of acres, proceeds on similar lines, but the number 
of middlemen going round the villages and creating 
a continuous brisk demand is much smaller The proportion of 
these crops taken to the market by the agriculturist himself is much 
larger than that of cotton Bor groundnut, every towm or village where 
a decorticating plant is set up serves more or less as a market The 
other important point of difference is that there are not as many diffi- 
culties in determining the quality of these crops as in the case of 
cotton 

131 The only other crop to which w^e would hke to refer is tobacco, 

T 0 BA.CC 0 wdiich is an important export crop in this Province 

The total acreage under this crop is about a lakh 
and a half of acres and a large part of the crop is exported to other 
provinces The two principal centres for the sale of this crop are 
Nadiad in Gujerat and Nipani in the Karnatak 

Tlie following description of the methods of deabng in tobacco 
at Nipam will give a fair idea of the system of marketing it It is 
estimated that the annual tobacco sales in Kipani alone amount to 
about Es 75 lakhs Grow’ers m this area often sell their standing 
crop to petty traders "WTien the crop is ready, the leaves are dried 
and taken to the traders at the temporary sheds erected by the latter 
In these sheds, the tobacco is cured and converted inlc 'aida, the 


Wheat 

Gboondndt 



Food Ceops 
JOWAB. 


form in which it is exported Some traders take uncured tobacco to 
the Nipam market and sell it there In any case, the agriculturist has 
to wait for payment till the traders get money from the commission 
agents, to or through whom tobacco is sold in the Nipani market 
Traders do not, therefore, require much capital, but if payment by the 
commission agentisinordinatelydelayed, they may have to borrow to 
make payments to cultivators The rates of interest they are charged 
vary from 18 to 24 percent Wixm. jarda is sold through commission 
agents, traders have to allow them credit for 45 days If cash is 
demanded by the cultivator, a discount of 4 per cent is charged 

Wholesale buyers from Calcutta and other centres have to stock the 
jarda for some months before it is retailed to their customers — ^the 
hidi makers Sometimes, when they are not in a position to pay 
even after the penod of 46 days, they have to pay interest to the com- 
mission agents at 12 to 15 per cent Commission agents have to pay 
from 9 to 12 per cent when they themselves borrow from local bankers 
The tobacco crop is thus ultimately financed to a very large extent by 
the commission agents and bankers of Nipam. 

132 Amongst the food crops the most important is^oioar It occupies 
nearly 80 lakhs of acres, i e , about 25 percent of the 
total net cropped area of the Provmce in a normal 
year The area is the largest in the Deccan and 

the Karnatak and particularly jn the Sholapur and Bijapur districts 
Jowar IS not sold as a standing crop, nor are there any forward sales 
The average agnculturist likes to keep at least the quantity that -would 
suffice for the needs of his family and live stock for a year, but he some- 
times parts even with this quantity to meet the pressmg demands of 
his creditors If the sowcar belongs to the same village as the cultivator 
jowai 18 often sold to lum , otherwise, the agriculturist sells it to the 
dealer at the village or takes it to the nearest weekly bazar or market 
to-wn In the latter place, the crop is sold through an adatya who may be 
a wholesale buyer or merely an agent The commission agent shows 
samples to prospective buyers Open bids are the rule when the demand 
IS slack But when the demand is strong, prices are fixed between the 
commission agent and the buyer After the bargain is settled, the gram 
IS measured by weighmen who are remimerated either m cash or m kind 
If, as sometimes though rarely happens, there is no ready sale for 
the gram, it is stored in the agent’s godown for a few days "WTien the 
gram is sold, the commission agent pays the sale proceeds to the 
agriculturist after deductmg his commission and other charges 
Commission is charged by the agent both to the seller and to the buyer 
and the scale varies slightly from place to place 

133 Other food crops are marketed on a similar system, there bemg 
some difference in respect of paddy Purchases of 
paddy are made by the owners of liullmg nulls at 

their factories or at the villages through their agents Paddy is 
usually hulled before it is moved to distant places This hullmg is 
•done by the middlemen and not by the agriculturist For retail 


Pjlddy 
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<iistiibution in the respective districts either rice or sometimes paddy 
as moved from one place to another In certain parts, as we found 
in our inquiry in Advisomapur (Dharwar district), women purchase 
small lots of paddy from cultivators, hull it at home, and sell it at 
bazar or market centres, to consumers or traders 

Once the agriculturist has parted with the food crops, the village or 
"the market dealer tries t6 keep stock sufficient for sale up to the next 
harvest season, m the hope that it would reahse better prices later 
After his own requirements are met or the limits of his capacity to hold 
nre reached, he exports the crop to the taluLa or district places, where 
it 18 stocked or is agam exported according to expectations about the 
future and the holding power of the local merchants 

134 At the most important centres for perishable crops, such as 
Peeishable Chops Bombay, Poona, Surat, Ahmedabad and Karachi, 
the trade is in the hands of merchants and brokers 
V ho are efficient, but whose methods of business are capable of improve- 
ment in the interests of both the consumer and the producer Havmg a 
monopoly of the busmess they are not anxious to make much improve- 
ment Though some of them belong to the agricultural class, their 
sympathies are with the wholesale or retail merchants rather than with 
the producer 


135 Frmt and vegetables axe the two principal classes which con- 
Manoo statute the perishable crops Of the former, the 
mango is one of the most important and most 
extensively used frmt m the Province The Konkan is the most import- 
ant mango-groiving tract both as regards the quantity and the quality 
of the frmt Unlike the export and food crops this crop is sold almost 
invariably ivhile it is on the trees and sometimes even before it is actually 
seen in blossom The crop is usually purchased by “ contractors 
Part of the price fixed is paid immediately the bargam is struck and the 
rest IS paid by instalments when the crop is gathered Operations 
subsequent to the sale, such as watching, piclong etc are done by the 
contractor In the Konkan, south of Bombay, the frmt vhen ready is 
roughly graded, but fruits of different grades are not separately packed 
In each basket the best frmt is placed on the top and below it is kept 
inferior frmt The baskets are despatched to Bombay through an agent. 
They are handled roughly in transhipment and as much as 20 per cent 
of the frmt is often found to be damaged The commission agent sells 
the baskets to the wholesale or retail merchants, price being fixed by 
negotiations under cloth The agent then sends the proceeds reabsedby 
him to the contractor, after deductmg his own commission It is 
estimated that out of the price the consumer pays for the ripe frmt 
nearly two-thirds goes to cover the damage, the expenses and the 
contractor’s profits, and only one-thrrd is received by the grower 


136 The process of marketmg other fruits such as oranges, grapes and 
VEaETABLEs ^8®’ materially different As regards vege- 

tables, however, the first matenal difference is 
-that they are not sold as standmg crops and no forward sales take place 


I 
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At the market place w here the crop is takeu it is sold tlirough a com- 
mission agent This hiisinesa is sometimes concentrated in the hands 
of a few pel sons It may b(> mentioned that at Poona, which is 
the market centre for potatoes grown in nearly ten thousand acres m 
the distiict the business of sale on commission is in the hands of half 
a dozen persons only Prices in the case of potatoes are negotiated 
between the commission agent and tlic bin er undei cloth In the case of 
othei vegetables no uniform practice is followed for hxing prices at 
difiterent market centres At some places, open auctions are held and 
in others the ciop is sold by pnvatc treaty the price being in some 
instances fixed under cloth Prequenth the commission agent works 
both foi the buyer and the seller and claims commission fiom botli 
As a rule, it is the agent uho makes the pa}Tiient 

137 The total acreage under sugarcane vanes from year to )’^ear 
ScaAncjcsE 62 000 hist year Ahmediiagar 

and Poona are the most important districts for 
this ciop There are practically no sales of standing crops The 
agncultmist brings gm to the niuiket in Ins own cart and places it in 
the ciistodj of a cominission agent who passes a receipt for the same 
It is not customary for the agriculturist to be jiresent at' the time of sale- 
Usually the agent is the money-lendoi and frerpiently a wholesale dealer 
as w ell The money advanced for sugaicane grow ing is almost in\ anably 

advanced on the security of the crop, wutli a condition attaclied that the 
gur must be sold throiigli the money'-lender Agents of the seller and 
the piurchaser ma}” or may not he different persons Sales arc ordinarily 
effected by public auction and by cartloads Shops of certain commission- 
agents are taken up for holding auctions, one after another, and the agent-s- 
of the mtendmg buyers go on fixed days to the shops where the auctions 
take place Usually, a commission agentgets lus turn for auction only once 
a week Before auction there is a rough kmd of grading by the agent- 
After it is sold by auction the purchaser'.*? agent, whether or not he is 
the sellei s agent also, takes dehvery olgur according to the conditions of 
the bids, and either stocics it locally, or, if the commodity is purchased 
for an up-coimtry buyer, arranges to despatch it after paclang e\ety 
lump of gui in gunny cloth sew n w'lth gunny string The period of credit 
aUowed to the purchaser ^arIcs from 8 tu 14 days in different centres- 
An agriculturist who wants money eailier, has to jiay interest on his 
drawings at 12 per cent If he is a debtor, the sale proceeds of the gur 
arc Cl edited to lus accoimt and the surfilus, if any, is given to 
him m cash The buying umt of w^eight also differs, it being 250 lbs 
foi a palla of 240 lbs at Kopeigaon and Belapux (Ahmednagar district) 
and about 205 lbs foi an atli of 200 lbs at Baramati (Poona distiict), ^ 
and about 290^ lbs for a go}ii of 290 lbs at Sankeshw’ar Commission 
and other charges also varj’ at different centres , at Kopergaon 
and Belapur they are the lughest^and at Sankeshwar the lowest At 
Sanjeeshwar and Belapur gw is sometimes purchased on the agn- 
cultujist’s field h}'- petty merchants, who sell the same in the market- 
The purchaser does not demand anjdihing extra in weight In some 



cases, discount is allowed to the buyers, as if the agriculturist were 
selling through an agent 

138 Inspection, sampling and grading are the three means w^hereby 

DnTioui-TrFs of the buyer can know what he is buymg Inspection' 

JiAEKETiNG lequites that the commodity should be seen before 

sale No sales can, theref ore,take place unless the seller and the buyer meet , 
In sales by samples, sellers and buyers situated at long distances can 
complete a sale transaction without actual inspection of the whole 
quantity offered foi sale Gradmg would make it possible to sell 
crops even before they are ready, and irrespective of the distance between 
the seller and the buyer Unfortunately, so far as the agriculturist is 
concerned, the primitive practice of sale by mspection persists 
Whatever samphng or gradmg is done in the course of marketmg 
is done by middlemen — small or big It is here that generally the 
danger hes Adulteration and other practices such as darapmg, leadmg 
to deterioration of the commodity, arc not uncommon ^ It is rarelv 
that the grower is responsible for such malpractices, though it is he 
yho ultimately suffers 

139 One way of avoiding such malpractices would be to brmg the 

Need foe oood producer and the consumer nearer each other than 

ooMjiDiaoATioK at present This could be more easily achieved if 
the means of communication and methods of transport were improved 
One of the reasons why the agriculturist does not take his produce to the 
market is want of good communications There are some districts where 
means of commumcation are fairly satisfactory, but more and better 
roads are necessary almost everyw heie to improve access to the few 
markets that now exist The difficulties of transport are serious in 
Smd, and also to some extent, in Gujerat It is the absence of good 
roads, we might say, of any roads at all, in the gieater part of Sind 
which is, to some extent, responsible for the agriculturists being 
entirely dependent on the village bama for the disposal of their produce 

140 The producer’s main difficulty arises from the fact that while 

Peactices lOLLow- hc IS unorganiscd and has to act by himself, he is 

ED BF ilxDDBinrEv coufronted by an orgamsed body of distributors 
and exporters '\^^len their interests conflict, the producer inv^ariably 
suffers Striking examples of this are to be found ui the rings of vested 
interests of commission agents and merchants, especially in the Deccan 
and the Harnatak These look wuth disfavour on combmations on 
the part of producers and try to hamiier such efforts by all means in 
their power, including a boycott The ring is sometimes so strong that 
even some of the biggest fbans m Bombay are not able to resist it 

Some of the praciices followed by middlemen in unorganised markets 
appear to be based on custom and not on reason It is difficult to see 
why prices should be fixed under cloth as is the practice m many of 
the markets of this Provmce Open bargammg would apparently benefit 
thesellei, but the commission agents are opposed to such a change in 
their traditional methods of sale Ver)' often the same person works as 
commission agent both for the seller and for the buyer, and it is natural 
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'Chat in such cases he should look to the interests of the buyer 
irom whom he gets much larger business than to those of the 
jndi-vidual agriculturist Cases occur, especially in cotton deabngs, m 
which after the price is fixed in the market the purchaser raises objections, 
when the carts are bemg unloaded, on the ground of infenor guabty 
and the agent renders no help to the producer There is no organised, 
independent body winch can settle such disputes and as it is extremely 
difficult for tlie agncultunst to reload the cotton and take it back, he 
has geneially to give i\ay and accept the reduced price Difficulties 
such as these would naturally be removed, if there Mere an organisation 
on winch the agriculturists and the buyers are represented 

14rl It was represented to us, that the present constitution of the 

iOasx ixDiA CoT^o^ East India Cotton dissociation does not provide 
Assooiatiox fQ]. representation of producers on its Board and 

that, in conseq[uence, the interests of the growers sometimes suffer An 
instance which was specially brought to our notice in Dharwar M'as that 
Kumpta cotton vas not tenderable against Broach hedge contracts, 
in spite of the fact that Kumpta staple is said to be superior to some of the 
other vaneties of cotton w hich are tenderable against such contract It 
Mas urged that if the producers Mere properly represented on the Board 
of the Association, they m oiild be in a position to remove the alleged 
grievance In the absence of necessary information on the subject. Me 
are not in a position to say hoM far the complaint is justified, but it is 
obvious that as Bombay is the ultimatemarket for cotton, operations here 
have a vital bearing on tlie prices that the agriculturist gets We 
understand that the question of amendment of the Bombay Cotton 
Contracts Act, 1922, is under consideration This Mould, therefoie, be 
a smtable occasion for considenng the suggestion to give cotton growers 
suitable lepiesentation on the Board of the Association 


142 The ebfficiillies pointed out above are accentuated by the absence 
ofsufficicntstoragefacibties inmostof the marketmg 
i TORAor 'agilities ggjjtj.gq Province In a fcM* places there is a 


■certain numbei of godoMiis kept by commission agents, but generally 
the accommodation available is quite insufficient In East Khandesh, 
for instance, there are very fev markets with godoMm facilities, and, in 
most of the marketing places, the only storage accommodation available 
for cotton is in the compounds of gmneries and press factories This 
description applies generally to Gujerat and Sind The position of the 
agriculturist is thus Meakened by his bemg compelled to sell his produce 
immediately he brmgs it to the market It seems necessary that where 
godoMTi accommodation is insufficient, stimulus should be given by 


Government to the construction of w'arehouses by means of loans on 


easy terms to approved parties, includmg co-operative sale orgamsations. 
It IS not suggested that the holdmg up of produce for purposes of 
speculation should be encouraged, but the provision of storage facilities 


would strengthen the position of the seller so as to give him more freedom 
an the matter of holdmg up produce, m case prices are unsatisfactory 
■or disputes arise between himself and the buyer 
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143 The other difficulty we would like to mention here relates- 

to the many additional charges that the producer 
Additionai- Ijas to pay in some markets Several other 
Charges deductions, including contnbutions for chanties, 

ivith which the agriculturist has nothing directly to do are unnecessary 
burdens on his slender purse though they may be small when taken 
individually 

1 44 Some special difficulties in the marketmg of fruit and vegetables 

may now be mentioned, namel)’^ absence of proper 
Mabketiho or packing, rough handlmg in transit, high feeight 

charges, and the paucity of fruit preserving 
concerns The absence of cold storage in the cities to which fruit is 
sent also causes a considerable amount of loss 

145 A -great handicap to satisfactory marketmg m this Province 

IS the variety in weights and measures that pre- 
Weights ajid vails not only in difierent districts but even in 
Measures same district In West Khandesh, for 

instance, the maund has a value varying from 40 seers in Navapur to 
72 seers in Dhulia In East Khandesh, where there are at least 16 
difierent values for the maund, the variation ranges from 21-| seers to 
80 seers We find that the lhandi, which is the basis for the purchase 
and sale of cotton, varies in Khandesh from 150 to 260 lbs 


The actual w eights and measures used are often unsatisfactory Com- 
plamts about the use of false weights and measures vere received 
especially in Smd While the variation in the value of the weight makes 
it very difficult for the producer to know and compare the prices he 
receives for his produce with the rates prevailmg in the chief markets 
the use of false weights and measures puts him to much unnecessarv 
loss Market practices are agam of such a nature that they place the 
seller at a disadvantage The merchant has often a separate unit 
for buying and for selbng Thus in Poona the merchant’s buying 
unit for gur is 250 ibs, whereas his selbng unit is 240 lbs The question 
about standardisation of weights has been very often discussed, but no 
defimte action has been taken up to now Early provmcial legislation 
seems to us necessary, but care will have to be taken, as suggested by 
the Eoyal Commission on Agriculture, to see that such legislation does 
not hamper the enactment of all-India legislation on the same sub]ect 
at some future date 

146 Towards the end of his agricultural operations, the agriculturist 

iKDEBTEDKEss IN ^ short of mouBy and is usually prepared to part 
BEEATioN TO MARKET- With his producB for moetmg his immediate needs 
Ordmarily, he has no inclmation to defer sale long 
after his money crops are ready If, however, he wishes to wait for a 
few days or weeks, his indebtedness does not, as a rule, come m his wa}’’ 
The enqmries of the Indian Central Cotton Committee indicate that, 
except in Smd, the cotton grower is not hampered by his borrowings in 
the disposal of his produce It is only where he has been financed by his 
money-lender on condition that the crops must be sold through him, as 
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(happens particular!)'- m Sind, that the cultivatoi finds his freedom to 
sell restricted and cannot make the most of his crop In order that he 
may be able to do so, he must be free to sell his crops when and where he 
likes but he has not this freedom \ihere he has been financed on 
■condition that the crops must bo sold through the money-lender 

In regard to food and fodder crops, the position is different The 
ngnculturist always wishes to keep a year’s stock of both But if he 
IS indebted and cannot meet the demands of lus creditor or creditors 
out of the sale proceeds of his money crops, he is compelled to part mth 
the other crops and, as a result, he has to buy the same commodities 
later at rates much higher than those he received for them 

As regards the agency through which and the place at which the 
agriculturist is required to dispose of his produce on accoimt of his 
indebtedness conditions vary in different parts of the Province A good 
deal depends upon whether the money-lendei is also a trader or not 
If he IS, one of his conditions in advancing the loan is that the 
produce is to be sold through him In the case of crops like 
tobacco and qm the condition of sale through the financier is rigidly 
enforced If the agriculturist fails to abide by the stipulation, the 
co mmi ssion is exacted all the same The pnces that the agriculturist 
receives from the money-lender, though alv ays a little lower than the 
market rates, depend on the credit of the ngricidtimst and on his capacity 
to understand simple accounts and market rates These remarks 
apply uath greater force to the aborigmal and other backward classes of 
people who have to sell theu produce only through their sowc-ar In 
backward areas, the money-lender may not only give very low prices, 
but also take more produce by the use of false weights, measures and 
scales The debtor is prevented by his indebtedness from gomg to a 
ibetter agency and realising higher prices Improvement in this state of 
things can be brought about by the provision of better financing and 
marketing organisations 

147 In the present state of marketing, imddlemen are mdispensable 
and even undei an improved system, it may not be 

Part placed b\ possible or desirable to do away with them altogether 
JliDDiiEMEv They have many drawbacks, but they render 

qmck disposal of produce in small or big lots possible, 
take risks, arrange for manufacturmg processes necessary for marketing, 
such as ginmng of cotton, curing of tobacco, decortication of groimdnut, 
and hulhng of paddy, and supply or seciue finance as and when necessary 
There are , however, two principal defects of the system, namely that their 
number is often larger than necessary and that they are not controlled by 
anything but their own interests When the number of imddlemen 
heWeen the producer and the consumer is large, the interests of either 
or both must suffer, as each intervemng agency has to be paid its pnee 
There is also another drawback In most of -the marketmg centres, the 
number of middlemen has increased to such an extent that, as a result, 
some of the unscrupulous amongst them have been forced to resort to 
.certain malpractices m order to eke out a hvehhood 
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Wlien tlie same middleman acts for both, the purchaser and the seller, 
he IS apt to look more to the mterests of the former than of the latter 
Even when a direct or indirect check is exercised on the operations of 
hhe middleman, it proceeds from the big distributors, exporters or con- 
sumers Being unorganised and, therefore, the weakest hnlc m the cham, 
the producers cannot bring any restrauung influence to bear on them 
Malpractices are not confined only to the small nuddlemen lower down in 
the scale The bigger middlemen are also not free from blame 
Producers’ orgamsations will check such malpractices and wiU benefit 
not only the growers but also the exporters, as they will be able to 
arrange for the supply of produceinsuf&cient quantity, of defimte quality 
and at the stated tune Such orgamsations will also be useful m 
counteracting the attempt on the part of speculators artificially to 
•depress prices or at least m setting a lumt to their desue for imduly 
large profits 


148 Crops are said to be pooled when a large portion of a total supply 
lu a tract is collected at central places, stocked foi 
Possibility of considerably long periods and sold as and when 
So^TiES^”° advisable in the hght of information regardmg 

the state of supply and demand and the trend of 
world prices Such pools do not appear to us to be practical propositions 
Poohng together of the produce of agriculturists of a number of villages 
through a co-operative society or of a larger area through a federation 
of such societies, for the purposes of ofienng big lots of a given quantity 
and quality, for instance of lint, for sale, and for spreading sales over the 
whole season with a view to obtaimng the best average prices, without 
any speculative mtention, ^ e , poohng for “ merchandising ”, to use an 
American word, is bemg actually done in South Gujerat by co-operative 
cotton sale societies Where sinularly favourable arrangements prevail, 
this system deserves to be adopted It is estimated that the cotton 
pooled by the abovementioned societies in the year 1928-29 amounted to 
16 per cent of the cotton sold in tracts served by them 


149 Co-operative sale of agricultural produce takes place through sale 

societies composed of mdividual members, or through 
Co oPEEATivE Sale a 

purchase and sale umons, which are umons of 

credit societies, or through shops and depots run by central banks The 
societies deahng in cotton confine themselves to the sale of that commo- 
dity only Other societies and banks have generally no restrictions in 
this respect and arrange to sell afi. such crops as may be found safe and 
convement to handle These orgamsations work on a commission basis 
and take no financial responsibihty 


It IS obvious that such sale orgamsation cannot make much progress 
unless the proper personnel both for the managmg committee and the 
staff 18 available To this end, it is necessary to attract to these 
bodies all classes of agriculturists, large and small Substantial agri- 
culturists usually have a better understanding than the average 
cultivator and it is easier to bring them into the sale orgamsation with 
linuted habfiity than in credit societies with unhimted habihty. 
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The second point that is necessary for the success of the societies is- 
loyalty on the part of its members In some foreign coimtnes, a member 
of a sale society is compelled to sell all his produce through the society. 
It was suggested to us that similar power should be given to the societies 
here At present some societies are empowered to levy a fine if 
a membei fails to send his produce to the society for sale In our 
opimon it IS not desirable to go beyond this and to empower the societies- 
to compel their members to sell tlieir produce through them It must be 
remembeied that the question of sale is closely connected with the 
question of finance during cultivation, and unless and until the 
co-operative organisation is in a position to meet all the needs of its 
members adequately and promptly, we think it would not be fair to 
insist on compulsion 

The success of such societies depends also upon the quantity of produce 
that they get for sale If the\ get a fair peicentage of the produce 
coimng into the market they can compete with other buycis and get better 
terms for their membeis Pooling is, therefore, a \er 3 * important item 
contributing to the success of the sale organisation Without pooling 
sale societies cannot go be)'ond the stage of the first or second middleman 
and cannot permanently oi ercome the danger of local boycotts Onlj 
if poohng is iindcitaken can the sale societies aspire to become a potent 
force in the market Wo wcic told by several witnesses that poohng 
ivould not be possible as a cultuator usually wishes to have his produce 
sold sepaiately If however, grading can be arranged, this 
difiiculty will be oveicomc by securing buyers wlio would ofier better 
prices for larger quantities made up of lots of the same grade than they 
would for a limited quantity If co-operation on these lines develops in 
the mofussil the time wall come for the organisation of central sale 
societies in places such as Bombay or Karachi 

Storage facilities are afforded by almost all orgamsations on 
payment of reasonable rent and ad\ances varpng from 60 to 75 per 
cent of the market value are given against goods deposited with them. 
The accommodation available is, however, insufficient This difficult v 
was pointed out to ils specially in Hubli, the largest co-operative sale 
orgamsation m the Province, which has no godown accommodation of 
Its own and has to lure an open space at a very high rental Much 
cotton IS damaged at Hubli owing to the pre-monsoon showers We 
think that societies like these should be given facilities for the 
construction of godowns, in the shape of loans at easy rates of interest 
to be repaid in ten or twenty annual instalments 

The most important and successful co-operative sale orgamsations 
of the Province are cotton societies The cotton sale society in Gujerat 
sells only members’ cotton growm from seed suxiphed by the society. 
The cotton is ginned and also half or fully pressed before sale The 
price reabsed is distnbiited at the end of the season, members getting 
advances from the society in the meanwhile, if necessary The cotton 
sale societies in the Karnatak distribute improved seed, and sell lapas 
after getting it graded by an officer of the Agricultural Department. 
Each member’s cotton is sold separately, usually by auction, but, if 
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the member so wishes it, by piivate treaty Other sale societies and 
bank shops and depots sell gui , paddv, groundnut, wheat, arecanut, 
chillis and other produce There were on the 31st March 1929, 28 cotton 
sale societies in the Provmce Other sale societies numbered 31 The 
total value of the produce sold through the sale societies and sale unions 
was Rs 73,22 578 for the year 1928-29 MTien the share capital and . 
other funds with sale societies are not sufficient^ to meet the needs of 
members, they can raise money from central banks and practically 
no difficulties have been experienced in this respect up till now The 
co-operative sale movement has been very encouraging and gives prormse 
of successful development As a furthei step in the marketmg of 
cotton, co-opeiative ginning factories have been started m Gu]erat of 
which the most successful is the one at Sonsek in the Surat district The 
work of these is co-ordinated with that of the sale societies and no 
difficulty has been felt ivitli regard to the supply of finance There is a 
similar demand fiom the co-operative sale organisations in the Karnatak 
to start ginning factories at small cotton centres served by them 

160 While co-operative sale can be of considerable use to the"' 

Better ORGAUisi- members of sale societies, the better regulation 
TioK or :Mabkets and organisation of markets would benefit all agri- 
culturists, both big and small In this Province, the Bombay Cotton 
Markets Act (Act XVII of 1927) has been passed for the regulation of 
cotton markets Under this Act, Government can, after consulting local 
authorities, notify cotton markets and appomt committees to manage 
them At least half the number of members of such committees must 
be elected by cotton growers Rules have been framed under the Act 
regulating the constitution and powers of the managing committee, 
prescnbing the conditions under winch licenses are to be given to 
brokers, weighmen and measurers, the levy and disposal of fees and 
the trade allowances which may be received in any transaction The 
Act prohibits the establishment of a cotton market within prescribed 
distances of a market established under the Act The rules also provide 
for the appointment of a sub-comnuttee to settle disputes that may be 
referred to it, either by the committee or by the buyer or seller 
If there is any dispute about the price settled, it must be referred to 
the disputes sub-comnuttee for decision Only authorised weights and 
scales can be used in a regulated market 

The Act, if properly worked, is likely to remove many of the difficul- 
ties the agriculturists suffer from, at present It seems that so far its 
provisions have not been applied to any marketmg centre, though steps 
have been taken to make a begmnmg at Dhulia in West Khandesh 
We suggest that the Act may be applied to other important centres at an 
early date It would also be desirable that markets should be similarly 
regulated not only for cotton but for other agricultural produce as well 

151 We have referred in paiagraph 142 above to the want of storage 

LiorASED Waee- accommodation m the various marketing centres m 
this Provmce and suggested that facilities might be 
given for construction of warehouses wherever they are necessary 
MO Y 5—8 
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Wareliouscs would not onW allow the ])ioducc to be held over, but would 
also enable the banks to advance on the security of such pioduco It has 
been suggested that if, under proper safeguards, some of these warehouses 
were licensed and propei measuies taken to provide for inspection, it 
would be possible to create, in the shape of w^arehouse warrants, a readily 
accej)table security, as is done in other countries Even at present, 
theie are certain classes of leceipts on the sccuiity of which the banks do 
not hesitate to make advances, such as the w alehouse receipts 
issued by Port Trusts Railway receipts are also, subject to certain 
limitations, accepted by banks as collateral security for advances, but 
they are not freely accepted The chief advantage of licensed v^ alehouses 
lies in the acceptability of then receipts as a good collateial seciraty 
These licensed warehouses are likely to be made ii'^e of foi storing 
manufactured goods and ciops like cotton and wheat which lend 
themselves to standardisation and grading 

The establishment of such warehouses would benefit agiiciiltme, trade / 
and industry, but the success of the scheme will depend on three things / 
first, upon the efficiencj'^ of the management of the warehouses , secondly > 
on the strictness of the supervnsion and mspection exercised by some 
outside authority, preferably Govcrmnent and thirdly, upon the reason- 
ableness of the charges for servnces rendeied The first two are necessary 
if the banlcs are to have confidence in the coiiectness of the receipt 
It is obvious that such a system cannot be introduced on a 
large scale all at once and at many centres, for neither the 
necessary management noi the mspectorial staff w’ould be immediatel)' 
available The feasibility of the scheme in any place will also 
depend upon the volume of business that it can attiact We, however 
attach great importance to the system and tliinlv that the scheme dcseiv’’es 
to be tried m smtable centres In the fiist place, we suggest that the 
railway admimstrations should be asked to co-opciate in the matter and 
to have waiehouscs at selected railway stations where propel control can 
be exercised , secondly, it should be possible foi local bodies .ind other 
organisations, in some of the important centies in the Province to 
construct and maintain such w’arehouscs w ith financial assistance fi om the 
Government if necessary, and to get them licensed Legislation maj’- be ' 
necessary for licensmg and otherwise controlling these w'arehouses Rail- 
ways may, however, be encoiuaged to constiuct such warehouses c^^en 
before such legislation is enacted If legislation is passed and /the 
necessary stafi provided, we do not sec why the system would nolhbe 
popular It should, howevei , be introduced, in the beginning, in fj* few 
important centres only I 

152 For internal tiade finance may be rcquiied (o) by the pro ducer 
Finance loa and (5) by the middleman As a lule, the pro ducer 
JIaeketing Peoduoe (Joes not hold his produce, noi does he undeitaki^ such 
operations as the gmmng of cotton or the decortication of giouno’|nut 
He does not, therefore, requnc much finance for marketing his prodtice 
For those agriculturists who wish to hold then produce or to sell it a flier 
taking it through a process like ginning, facilities aie ,very inadequate 
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At some places, gm-owneis make advances on the deposit of seed cotton 
but tbe agricultuxist bas in that case to undergo serious inconvemence 
and risks He does not get bis turn for ginmng if prices rise, and 
does not receive tbe same accommodating treatment that a rmddleman 
does 

Tbe producer can receive finance for marketmg bis produce best from 
co-operative sale organisations There is no difficulty for members 
of sucb orgamsations to receive advances on tbe deposit of goods m 
godowns provided by tbe latter There is close connection between 
finance dnrmg cultivation and marketing If tbe co-operative orgam- 
sation fails to supply tbe finance for raising tbe crop and tbe cultivator, 
in consequence, is forced to have recourse to tbe money-lender, there is 
not much chance of tbe latter bringing bis produce to tbe co-operative 
sale orgamsation 

As for tbe middleman, be gets finance from town merchants, shroffs 
and commission agents Amongst middlemen may be mcluded village 
or itmerant dealers foi cotton, petty traders for tobacco and rice, and 
contractors for frmt and vegetables and even small traders at market 
centres All these suffer considerably fiom want of finance on easy 
terms The rates of interest they have to pay compel them to 
offer lower prices and to defer payment Though long delays 
m payment are not common for ^^Ilage sales of cotton, there 
are numerous instances m which payment is not received for several days 
or weeks There have been instances of agriculturists not getting 
payment from tbe middlemen who were not in a position to meet 
their babdities Better financing facibties are urgently reqmred for 
middlemen Their needs can be met adequately by co-operative 
urban banlcs or by indigenous bankers, if these are appomted agents of 
tbe cenferal banking institution imder conditions suggested by us 

Tbe town merchant gets bis finance from tbe local shroff or from tbe 
commission agent in Bombay and in some cases from a local branch 
of tbe Imperial Bank or ]omt stock bank Complaints regarding tbe 
tightness of the money market in tbe mofussil during the busy season 
have been general It is pointed out that for want of adequate and 
smtable financing arrangements merchants have to part with tbe produce 
in stock earber than they would bice to Tbe resources of indigeneous 
bankers need to be augmented Bombay commission agents make 
advances on railway receipts and are in turn financed by local banks 
and bankers It was brought to our notice by some firms that banks 
in the mofussil are not as useful to them, during tbe busy season, 
as they rmgbt be, as tbe merchants have to make payment after tbe 
bank’s business hours and it was suggested that tbe boms might be 
changed to smt tbe eonvemence of trade Tbe suggestion is worth 
consideration 

As regards retail trade in commodities sucb as food crops in towns and 
cities, we find that small traders find it difficult to obtam finance If 
they are well settled in business they may have built up connections 
■with mdigenous bankers , otberwuse they find it difficult to secure 

MO Y 6 — 8a 
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]^\TrR^AIi Trade 


finajicc Co-oi^erative baiilcs should make it Iheu business to establish 
contact with this class of customers 

The finance of food crops is not so ucll-organised as that of exxiort 
crops Money does not filter douui quicH}’- from the top to the bottom 
in the case of food crops as in the case of export crops The buyeis 
in some cases are small and scattered the ofttnlce is slow and consump- 
tion is spread over long jieriods Finance is, thercfoie, required through- 
out the whole year and unless a suitable financing machinery is devised 
theie will remain the constant feai of a glut during the harvesting 
period and of a use in puces thereafter 

153 For external trade cxpoitmgfirms and meichants obtain finance 
from exchange banks usually on the deposit of 
documents of title TJiere is a complaint that 

such exjiorters get ceitaiii facilities from exchange bank's, for 
instance, advances on the security of a mere letter of hypothecation 
of goods lying in the onofmsd and that they aie, therefore, 
in a position to compete against Indian firms of standing who do 
not get similai facililies from exchange banks or even from 
the ordinary joint stock banks Wo did not examine any lepreseiita- 
tives of the exchange banks, but it seems 1o us that as these banks 
draw a large amenmt of money fiom this country by vay of deposits 
Indian firms have a claim on then resources We therefore suggest 
that the Cential Committee, which v ill deal v ith the question of exchange 
banlfs, may examine this subject 

154 Most nnddlomen — small or big — have some capital of then 
own Thus village sowcats, dealers and pett> 
traders are responsible for a small portion of the 
finance required for the marketmg of ciops The 
source of a major part of the Imance for internal 
trade in crops is to be foimd in sowems, 
commission agents and s/i? o;^s from market centres 

and tovuis The comnussion agents m the Karnatak and gm ownei'. 
in Gujerat advance large amounts to agnciiltuusts, especially m the 
Kainatak, on the understanding that the produce vill be sold thiough 
them Some of this business has passed into the hands of co-operatl^ c 
urban and central banks, branches of the Imperial Bank of India and 
joint stock banks 111 the 7nofi(ssiI, vherevei they have been opened 
some business has passed mto then hands 

155 There is one direction in which banlang, adequately developed 
and organised has great scope in coimection with 

Move marketing in the mofimil Besides pro^^dlng the 
necessary finance for marketing, banlang can and 
ought to stop avoidable movements of money Deahngs m himdn^ 
between meichants of difteient toivns and to a small extent the system 
of Government supply bills have been serving this purpose to a limited 
extent Receipts on account of Government dues or the sale of goods 
to agriculturists cannot, during the harvesting season, be anywheie near 
the umoimt required for biipng the crops Laige amounts of currency 
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notes and corns have to flow to the district and taluJca places and thenc6 
to the village during the agricultural sale season A part of this flow 
can be avoided if there are sufficient banking facilities within easy 
reach of the agriculturists and the persons with whom they have to 
deal If there were suitable orgamsations, the ciedits and debits of 
the agriculturist and his soucar or his society could be cancelled by 
book entries and much less cash would have to travel to and back frdin 
the village From this point of view the existence of Village 
co-operative credit societies and sale societies with the common linlc of 
central banks, is of very groat importance 
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CHAPTER Yin 
Internal Trade 

156 In tlie preceding cliapter we have dealt with the existing orga- 

nisation of the internal trade of the Province in 
agricultural produce We have pointed out the 
need for cheap and rapid means of transport, for 
the establishment of orgamsed niarkets and hcensed warehouses and 
for the extension of credit f acihties In the next chapter we will discuss 
the problem of small industries in the Province We deal in this chapter 
with the question of inter-district trade m articles of merchandise other 
than produce, mter-provincial tiade m goods of all description imported 
from the ports or other parts of the country, and the movement of goods 
other than produce intended for export , in short, operations with which 
the wholesale and retail dealers m the Province are concerned 

157 It is essential to have an idea of the volume and distnbution 

of the internal trade of the Provmce before we 
VoLTOiiE AND examme its orgamsation and the credit facihties 
Disteebution available for it In this connection also we have 

to deplore the want of statistics As the latest 
figures regarding rail-borne trade are not forthcoming, we have to 
faU back upon the returns for the year 1921-22 Out of 'date as they are, 
these statistics are further deprived of their importance as only quantities 
are given and not values Moreover, allowance will have to be 
made for the fact that these statistics relate to the operations of what 
was a period of boom They would, nevertheless, serve to illustrate 
the importance of this Province as the commercial emporium of India, 
the strain on the financial resources of which must necessarily be very 
great 

During the year 1921-22 the Presidency imported by rad goods worth 
Rs 78 crores from the other parts of the coimtry, exportmg m retiun 
goods worth Rs 80 crores by rail The coastal trade figures for imports 
and exports for the same 3 '-ear were Rs M crores and Rs 36 crores 
respectively A part of the imports was for the purpose of export abroad, 
while a fauly large proportion of the exports from the Presidency 
represented imports from foreign countries The followmg table shows 
the total imports and exports m maunds — 

Exports Imports 
Maunds in lakhs 

Bombay Presidency mcludmg Bombay Port 
(exclusive of Smd) 310 990 

Bombay Port 180 470 

Statistics for Smd are not mcluded, the only available retiuns bemg 
the combmed figures for Smd and British Baluchistan for the year 
1921-22 

The prmcipal articles of the export trade of the Presidency proper 
by rail were Indian yarn and piece-goods, metals, grain and pulse. 



115 


provisions, oils, salt and tobacco, while the impoits consisted 
principally of raw cotton, grain and pulse, oil-seeds, coal and coke, 
provisions and sugar 

The following statistics gleaned from the trade returns for the same 
period are useful as indicating broad tendencies The value of the total 
rad-borne trade between the eight internal blocks’*" mto which the 
Piesidency was divided amounted to Rs 81 2 crores, distributed 
among the difierent blocks as undei — 

Rupees in crores 


Bombay Port 35 3 

Gujerat and Kathiawai , 11 6 

Konkan . 7 3 

Deccan, including Bijapm 19 4 

Karnatak, including Southern Maratha Country 
States ^ 5 9 

Goa 1 7 


These figures mclude agricultural produce, raw material as well as 
manufactured goods The principal manufactured goods — mcluding 
imported goods — ^m which there was a busk mternal trade were 
piece-goods, copper sheets and manufactures, brass sheets and 
manufactures, and kerosene oil 

158 The oiganisation for internal trade withm the Provmce is not 
diff erent from that of the mternal trade in 
Oegantsatioh agricultural produce, described in Chapter VII 
Articles of merchandise (other than agricultural 
produce) in daily demand, such as tea, sugar, kerosene, yarn and piece- 
goods, are purchased by dealers in the interior from wholesale merchants 
in Bombay or in the other important centres of busmess, imported 
goods bemg handled on landing either by the large importing 
houses having then agencies in Bombay and up-country or by agents 
for the buyers' at the port Commodities imported from abroad pass 
from the bardis through whom credits are opened, or from the importing 
houses, to the wholesale dealer m Bombay or Karachi , the wholesale 
merchant m turn sells the goods to the local or mqfussil retail merchant, 
the transaction talang place in most cases through the agency of a 
commission agent From the mofusszl merchant the goods pass on to 
the village trader and thus penetrate the remotest corner of the 
country The orgamsation is practically the same for the internal 
trade m indigenous manufactured goods with this important difference 
that the orgamsed banks play httle part m financing the trade and 
there is no bonded warehouse as m Bombay and Karachi We may 
illustrate the existing arrangements by taking the most important 
constituent of the mternal trade of the Provmce, mz , piece-goods, 
foreign imported as well as Indian 

’•'These were 1 Gnjerat and Kathiawar, 2 Konkan, comprising Thana and 
Kolaba 3 North Deccan, comprising Nasik and East Khandesh 4 East 
Deccan, comprising Ahmednagar, Sholapur and Bijapur 6 West Deccan, 
comprising Poona and Satara 6 Southern Maratha country, comprising, besides tlie 
ogutlieiiiMiratha States, Dharwar and Belgaum 7 Goa 8 Bombay Poit 
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150 Only a Icr merchants have direct connections with the manu- 
facturers or sluppers The majority of them buy 
FD^PiEcr Goo?s^°"^" importing firms Some of the importing 

films get accommodation from the exchange banks 
Credit for such importers is opened by the bank which takes a deposit 
m some cases This line of busme'^s has been practically mono- 
polised by the exchange banks The usual form of credit is the 
documentary ciedit uluch is an authorisation bv the impoiter to 
a bank to make advances to the exporter on presentation to the bank 
of the bilk of exchange and complete shijiping documents These docu- 
ments may be surrendered either on acceptance or on payment according 
to the arrangement made Bills ai'e accordingly diawn by the exporter 
D A (documents on acceptance), or D P (documents on payment) 
payable v.ith interest from the date of the bill to the approximate date 
of arrival of the remittance m I.ondon The shipping documents go to 
the banlvS with the bills and they hold the goods until delivery to the 
consignee or his agent The banks u‘-ed to aUov piecemeal dehvery 
fre^ely, but, lye understand, lecently piecemeal deliveries have been practi- 
cally stopped If the consignee needs funds for taking dehvery of the 
goods, he IS given a loan against the '-ccunty of the goods up to twelve 
montlis or even longer Piecemeal clearance of goods is however, 
allowed iii cases in -which the importing houses finance the merchants 
Goods are usually stored in the Poit Trust warehouse and the delivery 
order is given by the impoiting firms The existence of the Port Trust 
warehouses, coupled with that of the well-organised system of credit 
given by exchange banks and imiiorting houses, lias resulted m the ade- 
quate financing of the trade m imported goods and there does net seem 
to be any demand for greater facilities Tlie wholesale merchant who 
buys the goods sells them to the retail merchant through a commission 
agent The commission agent is responsible for payment which he 
makes at his convenience Often a penod of three days is alloived for 
payment , in some case^ a week is allowed , after one week interest 
begins to run The wholesale mei chant has to raise funds himself to 
enable lum to give credit to the small trader 

160 The organisation of the internal trade in Indian piece-goods 
presents a different picture The rail-borne sta-fastics 
Piece GOODS for 1921 -22 for the Presidency show that, besides 

Bombay Port, the two blocks of East Deccan and 
Gujerat and Kathiawar had a brisk internal export trade in 
piece-goods the pioduction mainly of the Sholapur and the 
Ahmedabad miUs In that particular year, the total internal trade 
in piece-goods was valued at nearly Rs 5 crores In connection with 
this side of the piece-goods business, we have to note the existence of a 
system of salesmanship laiown as the guaran-tee bioker system The 
guarantee broker deposits wuth a particular mill a fixed amount and he 
IS granted creebt generally up to four times the amount of his deposit 
He has to find a purchaser, oi the mill finds one, and the guarantee broker 
guarantees payment to the mill by the W'holesale merchant, though he 
does not purchase the goods himself The w holcsale merchant is financed 
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generally by the Bombay shqffs or by the Calais through whom he pur- 
chases goods Soine of them are allowed clean credit by the 'banks, 
having regard to their financial standing, and they in turn allow facihtios, 
for payment to the mofussil or retail merchants to whom they sell the 
goods The mofussil retail merchant generally buys throiigli a commis- 
sion agent who gives him credit In cases in which he is not granted 
credit, the shoff, or the sowcar, is the only refuge 

There axe thus two factors which distinguish the organisation 
of mtemal trade m Indian piece-goods from that of the traf&c in goods 
imported from foreign countries — ^want of warehousing facilities at 
important centres such as Bombay, Ahmedabad and Sholapur, and wnnt 
of an organised credit system suited to the requirements of the small 
traders Further, the railway receipt has not the same trade-character 
as the biU of lading Although railway receipts are freely transferred 
and advances are ordinarily made agamst such receipts as collateral 
securities, they have not the same negotiability as bills of lading 

The internal trade m sugar and kerosene oil is also well-orgamsed, 
but the orgamsation in respect of other commodities is not so good as 
that of piece-goods The agency for distribution is somewhat similar, 
but we find that warehousmg and credit faoibties are inadequate In 
the following paragraphs we propose to describe more fully tbe credit 
facilities and the instruments of credit that are in use 

161 The business in regard to imported goods is, in the first instance, 
financed by the importmg houses, but after the 

EEDiT 'AciLiwEs gQods axe delivered luto the hands of the dealers, 
payment is made either in cash or from the proceeds of loans raised 
in the bazai or from the banks Clean ciedits and overdraft facilities 
are in some cases allowed by the exchange banlcs, and the local 
dealers generally allow credit for two oi three months to the up-country 
merchants Often it is the shoff who purchases, on account of 
his mofussil constituent, articles such as yarn, piece-goods, sugar 
and bullion, paying the price of the goods to the seller in Bombay 
or Karachi and recovering the amount from the constituent after 
the goods are delivered to him The exchange banks are not interested 
in the trade m mdigenoiis manufactured goods The wholesale 
merchant obtains credit from the manufacturer in some cases *, where 
he does not get credit, he has to resort to the shroff for the necessary 
finance Sales to retail merchants are generally made on credit , in other 
cases, the ?nq/hssii merchant has to make cash pajonent and he approaches 
the local sowcai for financial accommodation The mojussil merchant 
distributes the goods to the village traders with wdiom, in mo^t cases, he 
has a runmng account Interest is paid on the daily balance and accounts 
are usually cleared once a year 

The advance by the shroff is made either in the form of a loan on Jchata 
account, or by discounting daisham hundis accompanied by railway 
receipts In most cases the shoff, acts as commission agent also 
He pays in advance to his constituent from 75 to 90 per cent of the value 
of tlie goods against railway receipts, the balance beuig adjusted on sale 
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of tlie goods The value of the purchase of one consignment is set off 
against the sale of another through the same shrojf The advance by 
banks, whenever given, is against a promissory note or pledge of 
goods Advances are not given freely by the banivs against railvay 
receipts It is necessary that lespectable merchants should receive 
accommodation against railv ay receipts for goods 

The negotiable instrument commonly used for the settlement of 
accounts is the trade bill or Imndi — ^mostly dm sham hnndi, which is 
payable on demand but for the payment of vluch a few days grace isoften 
allowed at some places Tlie purchaser makes payment bv purchas- 
ing in his town Jmndis payable at the place of the sender, but if such 
Jmndts are not available, he secures and sends the seller hundis 
on Bombay where every merchant has business connections While 
in some cases, the Imndis represent real movement of crops, m several 
cases they represent loans given to the merchant or trader by the mdi- 
genous banlcer Similarly, the shroff finances the seller by advancmg 
certam percentage of the value of the goods Such advances are some- 
times made agamst the security of goods Godown facihties are some- 
times available in gms and presses Trade bills drawn by sellers 
on buyers are not in use Acceptance credit for the purposes of internal 
trade is not developed in the Province It would help the mdivudual 
trader considerably if his bdls in respect of good outstanding accounts 
were readily discounted and converted into cash as is done in other 
countnes This is a question of such vital importance for the develop- 
ment of trade that we propose to deal with it at some length in Chapter 
X, in connection with the question of cancellation of debts by means ol 
negotiable instruments 

As regards movement of articles ol export other than agricultural 
produce, there are few industries m the Provunce producing manufacrtured 
goods for export '\\'hat httle export there is, such as that of 
gold thread, mill piece-goods, hides and slans, and oil cakes, is generally 
financed by the sluppers IWiere consignments are sent on the manu- 
facturers’ or traders’ account, finance is provided mostly by the 
indigenous bankers, also m a few cases by tlie Impenal Bank of India, 
or other ]omt-stock banlrs, up to the port 

Interesting side hght is throwm on the method of financing the internal 
trade of the Province by the intensiv’^e inquiries made by us in the Dhar- 
war district These inquiries show that the arecanut and the chiUy 
trades w^ere mainly financed by indigenous bankers They ascertam 
the merchant’s credit, advance to lum a portion of the loan and pay the 
remainder by drafts on the Imperial Bank’s branch at Hubh or by 
registered insured post Interest is charged at rates varying from 9 
to 12 per cent , but the borrow^er is not allowed to repay the loan before 
the fixed period If he makes pajonents towards the loan before the 
date of maturity^ he gets no credit for the amount and no remissicn of 
interest Such repayments are however, treated as deposits and ' 
interest is paid at a rate low'ei khan that cliarged for the advance 
generally about 41 per cenfr 



162 We find that, on tlie whole, merchants and traders interested in 

the movement and distnhution of merchandise m 
FAcrLiTiEs NEEDED the principal cities and important trade centres in 
the mofitssil are well served by the indigenous 
bankers Better warehousing facihties and better financial accom 
modaticn are, however, needed It has been often represented to us 
that the mercantile commumty is averse to pledging its stocks with 
the banlcs. Apart frcm the rigidity of the regulations govermng the 
advances made by banks agamst the security of goods in their godowns 
or in the godowns of the borrowers, the pubhcity given to such advances 
deters many a merchant from obtaimng financial assistance by pledge 
of goods Such prejudice would be overcome if, as suggested mthe 
last chapter, there were hcensed warehouses in the interior of the country 
the warrants of which can be freely transferred and made over to banks 
as collateral securities for loans, thus obviating the necessity of giving 
possession of goods or charges of godowns to the banks The need 
for hcensed warehouses is, therefore, as great from the pomt of view 
of the growth of the mternal trade of the Province m imported and manu- 
factured goods as it IS from the point of view of finance of agricultural 
produce. The estabhshment of such warehouses wiU make it possible 
for the Impenal Bank and the joint-stock banks, and particularly the 
urban banks, to extend credit facilities to a large class of merchants and 
traders, who now' necessarily remain outside the sphere of their busmess 

163 For the small trader, shop-keeper or artisan the question 

IS one of great ^fficulty He is not able to offer 
Needs or small any security acceptable to a bank and his credit 
^^DEEs AND Arti- inducc a shwff to deal wath hun 

; direct Co-operative societies for weavers and 

artisans and a few urban banks render at some places useful service 
in this duection, but the number of such mstitutions is very limit ed 
Usually, therefore, the soivcar is the only source from which credit 
flows, but the rate of interest he charges and the deductions he makes 
greatly handicap the bcrrower Having no tangible marketable security, 
the retailer or the small trader is nof a customer with whom a com- 
mercial bank may be expected to develop busmess relations It 
IS essentially a matter for the co-operative institutions to develop such 
credit 

164 There is a general complamt that the deposits collected by the 

branches of the Impenal Bank and other banks 
CoMPDAtNTEEaABD- m thc iTiofussil urc diverted to their head offices 
Ftods^^eom°smaee utihsed for investment in other centres, such 
Centpees as hladras and Eangoon, where there is usually a 

demand for money, at rates of interest higher than 
those obtainable in the Bombay circle It is urged that the local mvest- 
ments of such branches represent only a fraction — some places an 
insignificant fraction — of the deposits tapped locally and that even during 
the busy season the money raised locally is not used for financmg local 
reqmrements This is not a complaint of recent ongm It has been 
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preferred from time to time in all parts of tlie world in a general way 
again st the ] oint sto ck banlnng sy 'stem For in stance a somewhat similar 
complaint was made to the Committee on Agricultural Credit appointed 
in the year 1922 to enquire into the adequacy of the credit facilities 
available for agriculturists in Great Britain It was urged that owing 
to the disappearance of the old country banlrs and their absorption 
by the big ]o]nt stock estabhshments whose pohcies were directed from 
London, on more or less rigid hnes, there was a growing tendency foi 
the banks to divert the deposits received from rural areas to urban 
areas and monopolised by the banks for commercial and speculative 
purposes at home and abroad It is however, a feature of the 3 omt 
stock banking system to spread its activities ovei a wider area and a 
greater range of industries than is the case with private banks Credit 
in rural areas is, in consequence, apt to suffer to a certam extent We - 
have not been able to get figures shownng deposits received and advances 
made at the different branches of the different banks in this Provmce, but 
it seems to us that there is much truth m the statement that the capital ' 
of the rural areas and taluJca towns is drained away to ether centres of 
busmess in or outside the Provmce ’ This constitutes a serious defect 
in the existing credit system We recognise that to suggest that 
banking should be carried on in water-tight compartments and that 
the deposits of a particular district should be utihsed for that district 
only would be equivalent to restrictmg the utility of credit institutions 
and striking at the root principles of banlang Money will flow where 
there is a demand for it and the raison d'Slre of some of the branches 
is merely to tap the sources of savings at centres where there is no 
trade worth the name and to serve as feeders to the head office How- 
ever, the diversion of loanable resources to principal cities while 
the internal trade needs facihties is, in our opinion, detrimental 
to the interests of the trade and industry of the Province We find 
that the Imperial Bank has been recently investing some proportion 
of the deposits obtamed by its branches in advancing business m the 
same locality The development of such business is a factor of consi- 
derable importance and we trust that m future it will always be kept 
m view If it IS desired that banlang in India should advance, it should 
be the pohey of the central banlang institution to see that funds 
collected in different provmces are properly distributed according to the 
ne4ds of each With a view to ensurmg that such a pohey is duly 
followed, it would be desirable to collect and, if possible, publish penodi- 
cally statistics regarding the total deposits received and the total 
advances made by the different banks m different areas 


* Since we wrote this we have received statistics from the Imperial Bank of India 
showing that during each of the three years 1927, 1928 and 1929 the sums transferred 
to the branches of the Imperial Bank in the Bombay circle by the local Head Office 
largely exceeded those transferred by the branches to the Head Office, the total for the 
three years aggregating Es 132 crores against Es 73 crores Wliile these figures show 
that the Imperial Bank of India supplies funds at mofusstl centres where money is 
required for financing and moving crops or other merchandise, they give no indication 
of the actual position as legards deposits drawn from and advances made at the 
different branches 
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co-operative movement in oigaiiumg tlie consumer, buttlieie eventlic 
suiface lias not been scratched At tbe close of the year 1929, there 
were 35 consumers’ societies, of which 4 were recommended for cancella- 
tion These, we understand, have not so fai been successful In his 
annual report for the year 1927-28 the Eegistrar of Co-operative Societies 
observes “In the ordinary Indian household there is no systematic 
plan of expenditure and most people, rich or poor, have got into the 
habit of buying on credit Credit is the rock on which most of the 
attempts at organising efficient concerns are shattered” No wmnder, 
the co-operative movement can make no headway and the field is left' 
to be monopolised by private agencies, such as the shop-keeper and 
the money-lender, who often exidoit the classes of society which can 
ill afioid to be exploited Most of the salaried classes in cities, mofushl 
towns and villages receive goods on credit from the shop-keepers, 
settling their accounts generally once a month An organised institution, 
which would sujiply goods on credit is undoubtedly necessary to meet 
the needs of these people The co-operative stores are, however, run 
on the basis of cash pa}’ment The best course for the consumer, no 
doubt, IS to buy for cash and not on credit, but circumstances arise 
when it IS necessaiy foi him either to borrow money or to buy his 
requirements on credit Co-opeiative credit societies seem to us to be 
the best means of helping such men The field foi such w'ork is great, 
and the risk of loss slight 

167 In connection with the question of consumer’s credit a suggestion 

Pawn shops made for the introduction of authorised 

pawn-shops Loans obtained by poor people on 
pledge of jeweUerv and gold and silver ornaments aie transactions of 
daily occurrence all ovei the Province Household utensils, furniture, 
clothing and other articles of daily use aie also pledged and accepted 
as security It is suggested that tbe needs of small borrowers against 
the security of such ai tides would be better met if theie were paum- 
shops run, luider certain regulations, by Government or co-operative 
societies or pawn-brolang companies We do not approve of the 
suggestion, because we think that it will be an additional temptation to 
excessive borrowing and may lead to expenditure on undesirable' 
objects 

168 A lecent development of consumer’s credit is the introduction 
of the hire-purchase system Motor cars, type- 
wiiters, furniture, costly books, etc , are sold on 
the instalment system The system is, however, 

mainly confined to the big cities and towns, and has not spread to an 
appreciable extent to the urban and rural areas Its extension would 
help a very large section of the people to a considerable extent 

Two himtatious, however, may be pointed out (1) the hire-purchase 
system can be successful only in the case of perse ns of knowm and sure 
credit, and wall, therefore, be largely confined to the salaried^ classes 
and other persons with fixed income Persons with fluctuating or un- 
certain income will not get the full advantage of it, (2) an unregulated 


Hire ru r o n a s e 
System 
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CHAPTBll IX 


Indusiries in the Province 

169 In this cliapter we propose to deal witli the oigamsation and 
linaucc of industries in the Province, vntli the exception of cotton mills, 
which arc outside the scope of our enqniiy The question of industrial 
development has a peculiar significance in this coimtry where,* owing to 
chmatic conditions and the prevailing S 3 '^stem of tillage, agriculture doc-j 
not ofici employment foi the vholc of the yeai except in tracts where 
irrigation is available For a very large number of cultivators there is 
no work on the fields for at least two to four months, the duration of 
enforced idleness varying accoiding to local conditions and the size of 
the holdings The problem is twofold (1) there should be suitable 

•- secondary occupations i.hicli the agricultmist can take up during 
the spare time at his disposal without having to give up cultivation, and 
(2) there should be industries m whicli a portion of the population that 
cannot be supported by agriculture may find employment 

170 In addition to 192 cotton nulls concentrated chiefly in Bombas 

city, Ahmcdabad and Sholapur, there were 1,300 
isDusTRirs lactones, governed by the Indian Factones Act, 
w'orking in the Pio\unce in the year 1928 Of these 1,239 were private 
factories giving employment to 109,449 persons and 67 Government 
factories employing 27,206 workers 

The distribution of the piivate factories was as undei — 


Private Factories 


Drsoiiplion 


Number of 
Factories 


Textiles other than Cotton 16 

Engineering ] 32 

Minerals and Metals 14 

Dunk and Tobacco 1 61 

Chemicals, Dyes, Dyeing and Bleaching, Match Factones, 

Mills, Oil Mills, etc 104 

Paper and Printing Presses, etc 81 

Processes relating to Wood, Stone and Glass 24 

Processes relating to Skins and Hides 4 ' 

Gins and Presses 688 

Miscellaneous 15 


^ Total 1,239 

The pnncipal industries m the Province allied to or supplementary 
to agriculture earned on on a small organised factory basis or b}- 
individual artisans are Rice pounding and huslnng, imlhng, balang 
grain parching, flour grinding, cotton ginning and cleamng wool ginmng, 
cattle breeding, milk, butter cheese and ghee malang, sugar refinmg. 
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gur makmg, jams and condiments malang, tobacco makmg, rope, twme 
and strmg malang, and toddy drawing 

Among tbe other small industries carried on on a small orgamsed 
factory basis or by individual artisans may be mentioned — cotton 
ginmng, cleamng, pressing andbabng, cotton spuming, sizing and wea^’mg, 
wool spuming and weaving, carpet weaving, silk spinnmg and weavmg, 
tasai and silk industry, dyeing, bleaching and cahco prmtmg, lace making, 
gold and silver thread mdustry, silver and fancy woik, embroidery work, 
working m metals, iron indiisti}', brass and copper vessel mdustry, 
tanmng leather dressing, leather articles manufacture, shoe makmg, 
ceramic mdustry, brick and tile makmg, wood industry, ship bmlding, 
stone cutting and dressing, quarrying and minmg, stone carving, match 
manufactiue, dye and mlc industry oil mdustry, soap malang, tailoimg 
washing, paper makmg, printing and book bmding, jewellery, toy makmg 
glass mdustry manufacturing glass bangles, ivory industry, sandal 
wood carving lacquer work, charcoal malang, rope, twme and strmg 
makmg, coir malang, working m bamboo and cane, basket makmg, 
mat makmg fishing catechu boiling and bone nulls 

Figiues regarding the number of men engaged in these industries 
are not available 

"We select three typical small industries to illustrate the organisation 
and methods of finance of industries generally m the Province 

171 The most important cottage industry of this Province is hand- 
loom weaving Accordmg to the Census of 1921, 
Haiojloov WE4\rs*G the total weavmg population excludmg those 
workmg in factories, was 3,06,662 of whom 1,43,865 
were actual workers There are about 1 000 wea\nng centres m the 
Province employmg on a rough estimate nearly 80 000 handlooms 
40 important wea^ang centres, includmg places like Yeola, Surat, Sho- 
lapiu Ilkaland Gadag, had 33,705 throw shuttle-looms 20 390 fly-shuttle 
looms, and 3,500 Hatteisley looms at work, daily producmg goods worth 
Rs 1 24 850 Further the industry is strongly placed so far as designs 
and higher counts are concerned while even with regard to the 
production of coarse cloth oi medium yam it is mamtaimng a plucky 
fight against the competition of machine-made goods This competi- 
tion IS however, getting keener day by day and weavers producmg 
articles of counts between 10 and 40 aie foding it difficult to vnthstand 
it We were informed in Hubh that the introduction of fly-shuttle 
looms had led to over-production and that this liad affected the weavers 
adversely in one way as the demand for the goods turned out by them 
was hmited It is difficult for weavers to make any headway as they 
are very conservative and do not change their patterns to suit the 
changmg tastes of the pubhc 

Handloom weavers may be classified into three mam dmsions on the 
basis of orgamsation (1) independent weaveis who work at home 
on then own looms and have sufficient finance for purchase of yarn 
(2) dependent weavers perpetually in debt either to a dealer in yarn 
or a larUiandaj and relying on him for supphes, and (3) larlhandars 

VO Y 6 — 9 
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01 enlrepteyiettrs mth a group of 8 to 10 or moic weavers, worlong 
undei their peisonal supeiiusion The dependent weavers form about 75 
per cent of the whole group, the independent weaveis 20 per cent and 
the larlJiandars 6 per cent 

The financial needs of the lailhandai and the independent weaver 
are identical except that the foimer needs daily finance on a largei 
scale and has to maintain the weaveis worlang in his factory during 
the period of production At present, both these groups of workers 
icceive yarn on credit subject to the condition that the manufactured 
goods should be sold through the lender 

Finance is also needed to meet the capital icqmiements of the industry, 
such as purchase of new looms, leplaccment of old ones and introduc- 
tion of improvements The independent weaver who wishes to reahse 
cash sells his goods mostly to the merchant either through the local 
daldl or direct and only in a few cases to customers direct The 
Jattnmndar has similarly to sell his goods through an adntya , if lie 
prefers to sell them himself he often finds that purchasers of his goods 
insist on credit for a month or two during which period he has to find 
financial accommodation from the sowcfo at heavy lates of interest The 
problem of the dependent weaver is more complex Where he does not 
work on lu& own account, he is paid by piecework and his income 
generally ranges from Es 15 to Rs 20 per month The slnlled, fine 
worker gels about Es 30 per month 

The mam drawbacks of the existing orgauisalion of fhe handloom 
industry, from the weaver’s viewpoint, are — 

1 High price of raw materials, 

2 Low price for manufactured goods ovmg to forced sales and 

absence of marketing facihties, and 

3 Inadequate and costly finance 

These defects can be removed it the independent weaver and the 
laiUiandur are given loans on easy terms for purchase of raw materials 
and worlang expenses during the period of production against the secu- 
rity of fimshed products Those who benefit to-day are the middlemen 
and the sowcoi , and only the ehmmation or modification of their opera- 
tions can bring about an improvement of the industry and the condition 
of the weaver The dependent weaver will have first to be rescued from 
his state of helplessness before he can be given credit facihties 

Clieap finance alone will not solve the weaver’s problem Intro- 
duction of inipioved appliances and methods such as use of fly-shuttle 
slay Mould increase the amount of the output In these Erections 
the Department of Industries has been doing useful Mmrk By oiiemiig 
weaving schools at inipoitant centres it has helped in j)opularismg 
improved appliances among the M'eavmg population As the result 
of suchactiiuties 13,581 fly-shuttle looms have been intioduced in various 
parts of the Province There is, hoM'’ever, still considerable scope for 
an extension of the activities of the Department in this direction, parti- 
cularly ili carrying on propaganda concerning the types of cloth mIucIi 
would have a ready sale 
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Marketing facilities are also necessary We are of opmion that tliere 
skould he a district industrial association wliicli may provide to the 
■weaver cheap raw matenal and at the same time undertake to find 
the best market for the weaver’s finished products and which may also 
undertake the work of education and propaganda, hold fairs and demons- 
trations and co-operate 'with the Department of Industries in the inaugu- 
ration and supervision of weavers’ schools and the introduction of tech- 
nical impro-vements We would suggest that such associations may he 
tentatively started on a co-operative basis in three or four important 
places Funds maybe supplied by members and may be supplemented, 
if necessary, by loans fiom the central banlcs or Government and also 
by grants-in-aid from Government With a view to ensuring co- 
ordmation of effort and efl5.ciency the weavers’ co-operative societies may 
be affihated to these orgamsations Although we have suggested that 
such associations may be started on a co-operative basis, we do 
not think that they will be successful unless theie is the closest co- 
operation between them and the officers of the Department of Indus- 
tries The experience of a few weavers’ umons now functiomng goes to 
show that active help ■will be necessary from the officers of the Depart- 
ment of Industries, not only for propaganda but also for running 
the business side of these associations In the imtial stages these 
orgamsations are hkely to work at a loss Hence financial assistance 
from Government ■will also be necessary until they are in a position to 
develop their business sufficiently to be able to work at a profit Even- 
tually, however, these orgamsations, if they are to be really useful, must 
be able to function ■without such assistance 

172 The manufacture of gold and silver thread is essentially a luxury 

The Gold ahd mdustiy which was well estabhshed m India imder 
Silver Thread Mahomedan influence and which is, even now, 
Industry «« largely practised and patrpnised by Mahomedans 

all over the country” In the Bombay Presidency, it is foimd chiefl.y 
in the cities of Surat and Poona and also in Yeola (Nasik District) 
This IS a twofold industry, (1) manufacturmg gold and silver thread and 
(2) the working of it into cloth India used to export gold and silver 
thread to other countries in large quantities, buttho competition of other 
countries has ousted the Indian industries from continental markets, 
and imports from France and Germany have succeeded in capturmg a 
portion of the Indian market It appears that but for the protection 
afforded by the 30 per cent import duty on gold and silvei thread, the 
mdigenous industry would have found it very difficult to sur'vive such 
competition 

The organisation of the industry is not dissimilar to that of the 
other cottage industries of the Provmce There are three classes of 
Workers (1) the independent worker who worlcs -with his o-wn tools and 
sells his goods, (2) the depeudent worker who works on wages, at some 
merchant’s IcarJJiana, and (3) the dependent worker, who works to order 
at his o'wn residence In the city of Surat, there were 2,000 workers of 
the first class, 6,000 of the second, and 5,000 of the third There were 
MO Y 6 — 9a 
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about 1,100 employers (of whom 50 to 75 ■were big employers) -with 1,200 
to 1,300 factories, working in all 1,000 motors The total value of the 
gold and silver used in the industry is estimated at rupees one more, the 
daily consumption being estimated at 336,000 tolas of silver, and 672 
tolas of gold for 300 worlang days in the year If we add to tins figure 
the value of silk used, labour charges, etc , the total value of the produc- 
tion in Surat would be nearly rupees four crorcs The labour eis engaged 
in the industry earn from annas 10 to Rs 1-8-0 per day, the more slalful 
amongst them earning up to Es 2 

For purchase of raw material alone, a verj’- considerable amoimt 
of finance is required The IcarJchandars require, besides, cash foi 
payment of employees and for meeting othei charges pending sale of 
finished goods As the market for this product extends all over India 
and other countries in Asia, the period of sale operations is necessarily 
prolonged and credit facilities are indispensable The Surat merchants 
have 55 shops in the whole of India in widely separated places such as 
Bombay, Calcutta, Delhi and Madras, and their goods are also sold in 
Japan, Siam, Bankok, Sumatra, Singapore, Mombasa and Nairobi 

We find that the merchants — ^small or big — engaged in the 
industry do not resort to the banks for assistance partly because they 
can obtam finance from other sources at a comparatively moderate rate 
of interest, and partly because they have a prejudice against the formali- 
ties of modern banlcs The bigger htrkliavdars are generally men of 
means In addition to their o-wn capital, they are sometimes able to 
obtain deposits from the public at the rate of 3 to 4J per cent interest 
The smallei merchants — who form the majority — ^have almost always to 
rely on outside capital They either obtain credit for the purchase of 
raw material or borrow from indigenous bankers oi bigger merchants 
at rates of interest varymg between 6 and 9 per cent The artisans 
generally borrow for social purposes and are often indebted to entrepre- 
neurs who take advantage of the situation by offering them leduced 
wages It would be an advantage if co-operative societies weie 
orgamsed for the small merchants and also for the artisans 

The industry reqiures a thorough reorgamsation on modem 
lines, larger use of mechanical power, introduction of imj^roved apph- 
ances and careful study of both home and foreign markets As m the 
case of other cottage industries, the principal need is better marketing 
The problem can be solved by the industry itself by forming an associa- 
tion on the lines suggested in paragraph 171 which will purchase rav,’- 
material wholesale and distribute it among members, and also 
undertake to sell their goods in suitable markets The Department 
of Industries might undertake educative projiaganda by opemng- a 
demonstration factory, while Indian Trade Commissioners abroad imght 
furnish the necessary information about foreign markets 

173 According to the census of 1921 there were 48,656 metal workers 

The Brass and Province with 72,945 dependents The 

Copper 'Vfss] l biass and copper vessel industry maintams a 
Industry (-.oijal population of 20,862 persons of whom 7,898 



^^ere actual \sorkeib Tke city oi Bombay and tbe districtb o£ Alimed- 
nagai, Dliaiwai and Poona employed 927, 1,264, 794 and 726 peisons, 
respectively Detailed information regaidmg tlie organisation of tins 
industry for all tbe centres is not available The folloiving description 
of its oigaiusation will, however, give a general idea of the conditions all 
over the Province 

The village coppeismiths and aiti&ans satisfy a local demand 
Their financial needs are few but they have no oigamsation The 
organised portion of the industry is concentrated in the city, and its output 
IS mtended largely for outside consumption There are m the mam two 
classes of producers, the entrepreneur who gets his work done m factories 
and the one who gets it done at home The factories generally emplov 
mechamcal power and it is not unusual to find the same person ownmg 
factories as well as getting some class of work done at home The raw' 
material for the industry, mz , brass and copper metal sheets is generall}'' 
imported from abroad The producer purchases goods from the 
wholesale dealer in Bombav sometimes on credit and sometimes with 
borrowed money, paymg mterest and commission m both cases The 
metal sheets are then worked mto vessels of reqmied shape and form and 
dimng the peiiod of production the factoiy owmer has to pay rent and 
wages 

The entrcpreneui who gets the work done at the w'oiker’s lesidencc 
has only to pay wages oi to make advance payments of money to 
the domestic workeis He gives over the woik to a master worker who 
in turn employs a numbei of smaller workers to help him in the actual 
process of pioduction The finished goods when ready are sold either 
through a merchant oi directly by the producer himself In the formei 
case the merchant deducts his commission and if he advances money 
on the security of the fimshed product, he sometimes exacts interest right 
up to the ternunation of the period of the loan, though the goods might 
have been actually sold much eaihei In the latter case the piodiicer 
geneiall}' finds himself compelled to grant credit to the purchaser for a 
month 01 two duimg which period he has to find financial accommodation 

The financial needs of the industry may, theiefoie, be summed 
up under Dnee heads as undei —(1) purchase of raw material, (2) 
woilang expenses durmg period of production and (3) financial accom- 
modation betw'ecn the peiiod of production and the final disposal by 
sale m the up-coimtry market At present the merchant and the soivcai 
XJionde the bulk of the finance 

The entrepieneur has to resort to a monc}- -lender If he gets facilities 
from a banlc, it is only short-teim oiedit so that he has to boriow from 
the soivear at exoibitant rates of interest A co-operative industrial 
bank is necessary to grant finance on cheap terms to these industriahsts 
for the purcha'5e of raw material and the payment of working expenses 
Where theie is no such banlr, a co-operative urban bank may provide 
the necessary accommodation If such a bank were to advance funds 
against usance bills drawn by local merchants on account of goods sold 
and accepted by the buyei, it would be a great convemence. 
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llTiat is true ui respect of tlie principal industries described above also 
bolds good in the case of tbe other small mdustiies Fmancial facilities 
are needed, but more so, marketmg facilities In any scheme for the 
development of such mdustries the question of opemng up new markets 
for the manufactured goods should be placed in the forefront 


174 As stated at the commencement of this chapter, in the ei^isting 
CoTiAoE ihDus- conditions of agriculture in this country, one of the 
TRIES ARE Part tijie ways to unprove the economic condition of the 
Occupations lural population is to open new industrial avenues 

and to provide supplementary occupations India cannot continue to 
depend on agriculture alone for mamtaimng the bulk of her people on a 
decent standard of hrnng She must bmld up industiies which may 
give employment to the surplus and partly employed population This 
does not necessarily imply the removal of a large section of the agiicul- 
tural population from the land In the industrial life of India, cottage 
mdustries have always played a prominent part While some have gone 
under, others have survived the shocks of factory competition, adaptmg 
themselves to theu changing environment The number of workers m 
the various cottage industries forms a large percentage olthe population, 
and by a progressive pohey of stimulating and fostermg these mdustries 
a still larger portion of the population can be encouraged to take to these 
mdustries We have already indicated the general features of the 
orgamsation of these mdustries, their wants and difficulties With the 
removal of those difficulties and with the extension of facilities already 
suggested and to be suggested by us m regard to finance in the latter 
part of this chapter, the cottage mdustnes will provide more and more 
employment for the rural population 


Cotton spinnmg and weavmg by hand are two of the most popular 
mdustries suggested foi the purpose Although cotton spinnmg may be 
useful as a secondary occupation, the agriculturist is not hlcely to take 
to it as the return on the output is poor •' Weaving, on the other hand, 
IS more lucrative 


Attempts are bemg made by the Department of Industries to teach 
weaving to agiiculturists and a few schools have been opened for the 
purpose It IS too early to say whether such attempts will be 
successful, but the teachmg of weavmg as a secondary industry deserves 
encouragement and it is necessary that its mtroduction should be' tried 
on a larger scale than at present 

Seasonal occupations relating to cotton mdustry are fairly w'ell 
developed m the Province In the year 1928 there were 688 gius 
and presses in the Presidency, the important districts bemg Ahmedabad, 
Broach, Bijapur, Surat, Dharwar, Belgaum, Sholapur and Alimednagar 
havmg 149, 99, 63, 61, 45, 38 and 38 gms and presses, respectively 
These occupations are, hov.ever, not open to the agriculturists in every 


* Professor Kale and Messrs V L Mehta, J N E Mehta and Clukodi wish to add 

“ This IS too sweeping a generalisation 'W e think that hand spinning is a suitable 
part time occupation lor members of cultic ators’ families, especially women This is 
particularly true of tracts where conditions are fa\onrablo with regard to the supply of 
cotton and the disposal of yarn ” 
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distiict It lib, therefore, necessary to develop other rndustries such as 
groiuidiiut-shellmg, rice-h risking, oil mills and flour nulls 

Dairying is essentially an occupation allied to agriculture and 
uicreases the agriculturists’ annual income The derhand for milk 
and milk products is always large and grous larger with increase in 
population and rise in the standard of life At the same time, the com- 
plaint of adulterated and impure rmlk is almost umversally heard from 
towns and cities There are 201 towns with a population between 5,000 
and 50,000 and 9 cities wrth population exceeding 50,000 Tliere is 
thus an effective demand, and the agriculturists in the villages round 
about the towms and cities should find it profitable to adopt dairying as a 
subsidiary occupation on an organised basis The principal needs of this 
industry are four — (1) good breed of buffaloes and cows, (2) constant and 
adequate supply of fodder, (3) preservation and cheap transportation 
of milk to the urban markets, and (4) finance for the imtial purchase 
of buffaloes and rmlch cows of good breed and later replemshment of the 
stock Items (1) and (2) are fields in which some spade work has been 
done The Government of Bombay have a live stock expert who has 
under him some breeding farms, where buffaloes and bulls and cows are 
bred in a scientific manner The propaganda side of the problem needs 
special attention The Department of Agriculture, in con]imction 
with the local taluka development associations, should undertake 
educative propaganda on an extensive scale and demonstrate the 
business possibilities of dairying as a secondary occupation 

As regards preservation and transport of milk, little, as yet, appears 
to have been done Knowledge of the proper methods for presemng 
milk over sliort and long distances and of the best way of packing 
and preserving it, should be "widely dissemmated in various verna- 
culars Cheap transport, a rapid service, and easy means of commum- 
cation should also be provided One o£ the most serious difficulties 
in the develojjment of this industry is the want of adequate facilities foi 
grazing for dry cattle round about towns Such facilities, if provided, 
w ould assist materially in encouragmg the mdustry Fodder might 
be provided by the State in places wdiere it is not readily available 
The cattle breedmg industry should also be developed at certain 
im^iortant centres 

There are, besides, many occupations to which the agriculturists’ 
surplus time can be profitably devoted m the difierent districts A list 
of such spare time occupations according to difieient districts has been 
furnished to us by the Director of Industries which we leproduce below 

Hand spinnmg for wmmen, hand weaving, wool spuming, wool 
w'eaving, Icmttmg, dyeing, lope-making, carpentry, w^ood-turmng, 
snuthy, preparmg wiie cages loi trappmg rats, making coolcmg 
utensils, soap-makmg, preparing paper pulp for toys, snuft-making, 
pieparmg toys of wood and clay, cane-wmrk, bamboo mattmg, bamboo 
basket-malang, making bidis, manufacture of dal, flour gnndmg, 
preparmg dry ginger and dry turmeric, makmg umbrellas and fans 
from reeds, coal burning, etc 
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A good deal of guidance aviU be necessaiy in the initial stage 
We, therefore, suggest that the Department of Industries should conduct 
enqiuries into the possibilities of subsidiary occupations smted to local 
conditions chmate, position and tastes Such inqmries might be 
followed up by practical demonstrations of the advantages of the 
selected industiies Enteiprising people might then be financed by 
banlcs at moderate lates of inteiest, and techmeal knowledge and 
guidance imght be placed at their disposal by officers of eithei the 
financing banlv or the Department of Industries This null afiord 
employment during the slack season to a good number of people 


Existing Credit ^75 The existing credit agencies for financing 

^OILTTIES ^ , 

industries are — 

(1) The so wear, 

(2) The merchant or dealer in raw materials or produce of mdustiy, 

(3) The co-operati\e banlis and producers’ societies, 

(4) The Imperial Bank and joint stock banks 

(5) Government through the Department of Industnes and the 
Co-operative Department 


The soivcai’s methods of finance and tlie extent to which he 
provides mdustrial finance will be described in Chapter XIV The 
methods of finance by the entreiireneur, who is the dominatmg figure 
under the existing orgamsation of small industries, have already been 
discussed in the earher portion of this chapter The defects of these 
two financing agencies aie well-lcnown The finance is costly , every 
advantage is taken of the debtor’s illiteracy and helplessness They 
have, besides, no interest in the welfaie of the borrower The only 
agency that has so far made an attempt to overcome the defects 
IS that of co-opeiativo industrial societies, but most of them are- 
merely credit societies, wlule none has as yet reached the stage of 
opening a sale shop The followung table gives statistics of such 
weavers’ societies — 


Year ending March 



Ifuinbei of 
societies 

1 

Number of 
membeis j 

Working 

capital 

Value of 
sales 


i 

i 

Es 

Es 

00 

' 3,000 

3,00,000 

2,60,000 

00 

1 3,090 

3,00,000 

2,60,000 

57 

3,090 

3,34,808 

2,31,882 

59 

3,164 

3,24,668 

2,14,640 

55 

2,639 

2,03,722 

2,27,614 


Compared to the magmtude of the weaving industry, the number of 
persons helped by the movement is exceedingly small Even this small 
number does not receive adequate finance and has to resort to the 
sowcar To emancipate the artisan fiom the tliraldom of usury an 
extension of tlie movement is necessary The weaver is reported to 






be backwcaid, disloyal to bis society, couseivative and prone to^dxmlc, 
and hence, the lack of progress of the societies At the same time, it 
may be remarked that these societies have comparatively small arrears^ 

Other artisans snch as brass workers, leather workers, etc , have, it is 
said, a few societies similar to those of the weavers and they appear 
to sufiei from the same disabihties There were 27 such societies on 31st 
March 1929 with 992 members a working capital of Rs 2,17,826 and 
sales valued at Rs 2,65*762 These societies, too, need to be consi- 
derably augmented and then staff strengthened hy expert advisers so 
that they may be m a positron to increase their activities 

Except in the case of large scale industries, such as cotton griming 
and pressing, the assistance rendered by the joint stock banks to 
mdustiial concerns is insignificant Even the limited financial 
accommodation given by them is not continuous and the formahties 
of the banks and the terms of advance are considered onerous by the 
entrepreneurs vfho have, therefore, to resort to the soiccar Govern- 
ment finance industries, through the co-operative societies, by means of 
loans or supply of implements on lure-purchase system We find, 
however, that owmg to the difficulties w'e refer to later, loans were 
given durmg the last seven years to two concerns only, inz , B-s 6 lakhs 
to a sugar factory, and Rs 6,000 to a weaving factory 

176 There is no doubt that small and middle class mdustrialists 
experience considerable difficully m obtaming the 
EEQureM necessary fimds at reasonable rates of interest 

Adequate credit facilities are necessary, besides 
organisation and marketing, to set them on their feet Banlang m the 
Provmce is still in a baclcward condition There is no industnal bank 
of the type of the Credit Mobilier of France or the Nippon Kogyo Gmko 
of Japan or the Grossbanken of Germany, which combme commercial 
banlung wuth company-promoting The number of existmg banl^s is 
not adequate and scarcely any one of these is orgamzed to provide initial 
capital or long-term loans Nor ha've these banks on their staff 
men possessmg the techmeal knowledge necessary for examining 
propositions for finauemg industries The underwritmg of industrial 
capital, or investmg in or lending on the security of shares m industrial 
concerns, does not come within the purview of the Imperial Bank’s 
- operations The other commercial banks do not suffer from such 
statutory disabilities, but they also look aslcance at proposals for industrial 
credits as bemg more hazardous than those foi commercial credits 
Havmg regard to then constitution and their obligations on account 
of short-term deposits, they cannot provide long-term credit for capital 
requirements They can entertain proposals for providmg workmg 
capital only But even the facilities for the supply of current finance 
to mdustry are very deficient, as mdnstrial concerns are generally 
unable to offer the security of liquid assets or stocks that can be readily 
disposed of 

MTiat should be done to meet these difhculties and generally to 
provide an elastic system of industrial fibaance ^ The question was 
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examined by the Indian Industrial Commission from tlie pomt of view 
of the requirements of the large as well as small industries of the country 
Tlie Commission pointed out the crying necessity for the extension of 
banlong facilities and favoured the establishment of an industrial bank 
or banlcs It considered that the establishment of industrial banlis 
woiking on appioved lines was of sufficient national importance to 
justify Government assistance, and propounded, as an interim measure, 
a scheme for the provision of current finance to middle class industrialists 
This scheme contemplated the openmg of cash credits by banlis in favom 
of ajiplicants approved by the Department of Industries on the guarantee 
of Government It v as suggested that in a few cases Government should 
provide, subject to certam safeguards, direct financial aid and that 
such assistance should take the form of guarantee of dividends, loan 
of money, undertakmg to purchase output, or contribution to share 
capital Advances were also recommended to small orgamzed industries 
and cottage industries by the local Departments of Industries in the 
shape of small Government loans or by fanancing the purchase of plant 
on the hire-purchase system 

177 Witnesses who have given evidence before us on the subject of 
industrial finance favour the estabhshment of a 
iNDDSwi^L ^ central industiial bank designed and eqmpped for 
the purpose of affording financial assistance to 
industries ■\^^len the Indian Industnal Comrmssion made its report, 
the Tata Industnal Bank had just started its ivork It is unfortunate 
that soon afterwards the bank ceased to exist as an industrial bank 
That, however, need not stand in the way of establishmg an industnal 
bank for the Provmce AVe suggest that the Central Committee should 
formulate a scheme for starting an industrial bank for the Provmce 
with branches wherever necessary Considering the important place 
which such a bank would fill in the banlong system of the country, 
we are of opmion that it should receive some measure of State aid In 
this connection we should like to reiterate the warning sounded by the 
Industrial Commission, viz , that the clearest possible distinction must 
be drawn between industrial finance and ordinaiy banking business 
“ Shaie and debenture capital and long-term deposits may legitimately 
be used for the former purpose, but short-term deposits never , and any 
attempts to employ them should be most strictly prohibited, if necessary, 
by law ” 

There are large scale industries and small scale industries, so also 
may industrial banlcs be divided into banks foi financing larger 
mdustries and those for assisting small size and cottage mdustries The 
proposed industrial bank would be helpful in meetmg the financial 
reqmrements of comparatively large scale industries and the smaller 
industries should be financed by its branches, while individual artisans 
may be financed by the co-operative credit societies and by banks as 
suggested in paragraph 173 

We endorse the further recommendations of the Commission for 
State-aid to industry referred to above The industrial concerns of 
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the Province sufler at present from seveie handicaps As pointed out 
above, industrial banlis do not exist and ordinary banks aie not so 
orgamzed as fco provide long-term credit or fixed capital We do not 
suggest that Government should play the role of a banker to industry, but 
we lecommend that until industiial banlang plays its pait in the 
mdustiial legeneiation of the country it should be the pohcy of Govern- 
ment to lender all possible financial assistance in fostering new and 
existing mdustiies wluch hold out reasonable prospects of success and 
which are hkely to assist m the economic development of the country 
Positive facibties maj'- also be given at State expense foi research 
mto processes of pioduction and methods of organisation Cottage 
industiies generall}' require assistance m the form of supply of 
tools, machinery and raw materials They may be assisted m many 
ways by co-opeiative industrial societies thiough then imions but some 
form of State-aid is also necessary There is a State-aid to Industries 
Act in Madras, Mysore and Bihai and Orissa There is also an 
Industrial Loans Act in the Punjab, under which small industrialists 
can have small loans for the pmchase of machineiy, etc Even 
without such legislation the Government of Bombay have the powers 
to grant such financial a'isistance But in our opimon it would bean 
advantage to have an Act for State-aid to industiy so that the policy 
of assistmg industries may be pursued more systematically than at 
present Money so spent by the State is likely to be lepaid many times 
over with the growth of the aided industries and augmentation of the 
national dividend Wo therefore, recommend that a progressive indus- 
trial pohcy should be clearly enunciated ivith a view to promotmg the 
development of mdustiies in the Provmce 

In this connection we cannot emphasise too strongly the necessity 
for a weU-eqmpped admimstrative machmeiy to give eftect to such a 
pohcy It should not only carry out a comprehensive system of State- 
aid to industries, but also undertake super vision work with a view to 
assuring that the assistance given to an mdiistry is used for the purpose 
for which it was given The existing Department of Industiies is sup- 
posed to supply this w'ant, but we find it is insufficiently eqmpped for the 
pmpose In the fust place, it has not at its disposal adequate funds for 
aidmg industries , and secondly, the establishment is much too small 
and there are no experts on the stafi qualified to advise and supervise 
Our observations m this respect must not be taken to reflect m 
any way on the efiiciency of the personnel of the Department They 
simply refer to the defective pohcy irnder which the Department has to 
function 

We are of opimon that the Department of Industries should be endow'ed 
with suflacicnt resources, charged with defimte functions and invested 
with authority to carry out the industrial policy of Government There 
should be close co-operation between the Department of Industries, the 
Department of Agriculture and the co-operative movement, particu- 
larly m regard to the development of industries allied or supplemental 
to agriculture Concerted action of all orgamsations concerned would 



142 


desires that the transfei should be intimated by express or ordinary 
telegram By transfer of cash from the currency chest (which is main- 
tained in almost eveiy treasury and important sub-treasury) to the 
treasury or mcQ vetsa, transfer of funds is effected from one treasury to 
another, the actual lemittance of coin or currency notes being reduced 
to the minimum AVlien surplus funds arc deposited m the ciiriency 
chests an intimation to that effect is sent to the Deputy Controller of 
the Currency who sanctions a corresponding transfer of money from the 
currency chest to the treasury balance at some other treasuiy which 
needs funds or from the currency chests to the public account of the 
Imperial Bank, thus releasing more monev foi the use of the banlang 
and commercial community 

Such interlaciii" of Government and business finance is helpful to 
commerce as well as to Government Whilst giving facilities to the 
commercial public for inland transfers of funds, it affords the best means 
of transferring Government revenue from the collecting centres to the 
provincial headquarters Tlic Controller of the Currency supplies the 
link between the Government and the commeicial commumty On 
him devolves the dutv of watching the eficct of one on the other and of 
seeing that his operations do imt adversely affect the interests of the 
commercial public 


iMPrniAT Bank’s 
Rates ron Tim ns 

FFRS 


181 The Imperial Bank’s rates for transfers arc 
fairly low, as mil be seen from the following table — 


To the qenetaJ pubhc Telegiaphic transfers — one anna per cent phs 
telegram charges Demand drafts — one anna per cent 


To joint stocl bants A concession rate of half an anna per cent for 
sums of Bs 15,000 and ovei, when the amount is payable to a bank only 
Banks remitting funds for private individuals or firms must pay at the 
rate fixed for the public 


182 Kemittance transfer receipts are given free of charge to 
CoKOEssioNSTo Co- co-opcrativo societies and banks for co-operative 
oPFRATivr Societies purposes onlv The minimum limit is E5 160 It 
has been represented to us that it would be desirable to lower the hmit to 
Es 100, if not to Es 50, to facilitate remittances of small amounts 
We find, however, that instead of fresh concessions being given certain 
restrictions have been lecently imposed on the remittance operations of 
co-operative banks This question mil be examined by us later 


183 The loint stock banks and the co-operative banlcs sell telegraphic 
transfers and demand drafts for purposes of remit- 
Faoilities QivrN -^fince The indigenous banker generally sells 

BY other A.OrNOIES 

darshani niinats wiien dramng on another indi- 
genous banker When drawing on a joint stock bank, he draws 
cheques Telegraphic transfers are also sometimes sold by indigenous 
bankers The charges levied by these agencies for remittance facilities 
vary according to demand and supply 


Telegraphic transfers are orders for pa-ynnent made by telegram, wliile 
demand drafts daishani hundis, or cheques are orders for payment made 



143 


in writing Wlien payment lias to be made urgently, tbe remitter 
arranges with the seller for payment by telegram He pays cash for 
the amount to be remitted and the cost of the telegiam , he also gives 
telegraphic instructions to the payee to receive payment from the seller’s 
agent In the case of demand drafts, the reimtter gets in exchange 
for cash a draft, liund%, or cheque, which he must send to the payee for 
receiving pajment from the bank, firm, or individual named in the draft, 
lmnd%, 01 cheque A demand draft of a bank, a dm sham hund% and 
a cheque of the indigenous banker are in essence of the same natui e in 
that the amount mentioned therein is payable on demand, but the dar- 
sham Inmdi differs in some respects from a demand draft or a cheque. 
A demand draft on a bank or a cheque is an order to pay the sum specified 
therein on demand and as it is drawn on a bank, there should be no delay 
in payment if presented during working hours on wmrlang days of the 
banks, wheieas tbe darsham liundt is issued in various forms such as 
shahjoct, that is, payable tlirough a respectable person who should be a 
resident of the place, and is subject to various local usages whicli will be 
piesentlv discussed 

184 Through the p^st office, remittances are made by money orders 

Remittaiioes made or registered insured letters contaimng currency notes 
THEonGH THE PosT Curreucv notes, often cut into halves, sometimes 
^ entire, are sent by post, the only charges payable 

being postage, registration and msurance fee Indigenous bankers 
and traders freely resort to this methed of remittance, often insuring 
packets for smaller amounts than the value of the notes contamed 
therem, so as to pay a smaller charge for insurance Even some of 
the joint stock banks tiansfei funds bv insured post The rates charged 
by the post office for these facilities are as undei — 

Money older Eor Bs 10 and less — Two annas 

For Bs 10 to Bs 25 — ^Four annas 
On any sum exceeding B'> 26 up to Bs 600, four 
annas for each complete sum of Bs 25 and four 
aimas for the remainder, but if the remamder 
does not exceed Bs 10 the charge for it is only 
two annas 

Extra charges for telegram in case of telegraphic 
money orders 

Insured letters For every Bs 100 of insured value — Two annas 

We find that it is felt that the rates for mone 3 orders ace rather high 
When banks are doing remittance business at rates not exceeding |- 
per cent , the rate of 1 pei cent charged by the post office appears to be 
unduly high The mimmum rate use6 to be one anna before , it is 
now two annas Thus a peison wnshing to remit Bs 5 has to pay for 
a money order for the amount at the rate of 2| per cent We recogmse 
that remittance of small amounts entads as much labour as that of large 
amoimts, but even aftei allowance is made for this fact the charge seems 
to be excessive Ho wonder, this means of internal remittance is not 
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popular either with the commercial commimity or even with the general 
public who prefer to remit large amounts by insured post 

185 Transportation of currency by rail appears to be a favourite 

TjiANsrER or method of remittance with indigenous bankers It 
CuERENor B\ EWi Id -(lie cheapest means of tinnsfci of funds when the 
distance to be tiaveised is not gieat We were told in Smd by some 
indigenous bankers that it did not involve much rislc and that tlio little 
risk whicli was inseparable from this means of transmis-sion of funds they 
dehberately took ^vith a view to increasing their profiton such transactions 
By an irony of fate we read in the new’spapers within a few days 
afterwards that a representative of one of these bankers was robbed of 
Es 20,000 wdiilst travelling in a tram • 


186 It will be seen that the existing facilities for remittance aie not 
inadequate so far as large trading centres aie con- 
Need ron K\tfn cerned, and that the charges as a iiile are not exces- 
sioNoi FAoiLiTirsio gjyg except for remittances by nostal money order 
Tirs But our inquiries show that there is still room for 

the extension of cheap remittance facilities to lural 
areas with a view to stimulating internal trade and commerce and that 
one of the most suitable agencies thiough which this can be accomplished 
IS the co-operative bank The facilities given to the co-operative socie- 
ties for fiee remittance transfers are referred to above A reference lias 
also been made to a lecent cm bailment of these facilities The Govern- 


ment of India have i tiled that buying and selling of remittance is “ not 
consistent with the piinciplcs of co-operative banking ” and that the 
concession of free remittance tiaiisfer receipts was not intended to enable 
co-operative societies to cany on commission busmess We do not agree 
that buying and selling bills of exchange for profit is incompatible with the 
principles and practice of co-operation All ovei the world co-operative 
banks undertake remittance business not onlv for internal transactions, 
but also foi transactions outside their owm countries, and such business 


IS not restricted to the opeiations of the bank’s own constituents or to 
those of membeis of co-operative societies We have it in evidence 
that owing to the restrictions imposed on co-operative banks in this 
Province, their busmess in inland exchange has sustained a set-back 
These banlcs have gradually penetrated into the most distant parts of 
the Province where no other organised banlung institutions cared to 
open a branch or even a sub-office Besides rendering other banking 
services, they provide at such places cheap rennttance facilities required 
by indigenous bankers and local traders We consider, therefore, that 
in consideration of such pioneer wmik m neglected outlpng paits of the 
Province, these banlcs deseive some concession To enable the co-opeia- 
tive oiganisation to continue its useful work in this direction and to 


develop it by opemng new branches and sub-branches in every tahila town 
so as to afford a cheap and rapid means of tiansmission of funds foi the 
movement of crops and meichandise, we aie of opimon that the conces- 
sion withdrawn should be restoied in places wheie no adequate facihties 
for remittance are available at piesent. In such places the concession 
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of free remittance may be given only to a limited amount per day In 
places served by tbe brandies of tbe Imperial Bank and other banks 
no special facibties for inland exchange business are necessary, but at 
such places the Imperial Bank should not put obstacles m the way of 
the co-operative banks transactmg such busmess and should not curtail 
or withc&aw from them the facihties ordinarily given to the pubhc It 
IS not so much on account of profit that the co-operative banks are 
anxious to see the concession continued The profit made is usually 
very small, 'but this busmess brings them in direct touch with merchants, 
tradeis and mdigenous bankers, increases then credit and helps them in 
their general banking business 

We may refer here to the complaints which we received from more 
than one co-operative banlc about the difficulties put in then way by 
some branches of the Imperial Bank of India regardmg remittance 
of funds It has been alleged that some of the agents of the branches 
in charge of Government treasuries have refused to issue remittance 
transfer receipts on the ground that fimds were proposed to be transferred 
-not foi hotwb fide co-operative transactions but for purposes of exchange 
It IS further alleged that the facihty of rermttance is demed, even though 
the co-operative bank certifies that the transfer of funds is requned foi 
co-operative purposes and not for exchange busmess We think it very 
imdesirable that the agent of a local branch of the Imperial Bank should 
refuse to accept the certificate of a co-operative bank and should, on his 
own authority, try to withdraw a concession which has been given to all 
co-operative mstitutions by Government It seems to us that the 
Imperial Bank, as the agent of Government m charge of the local 
treasury, should loyally carry out the instructions of its principals and 
that its local manager should not withhold remittance on his own 
responsibihty 

It has been further represented to us that co-operative banks should 
be given the facihty of getting funds free of charge by the sale of drafts 
on the apex bank at district and taluka treasuries We commend this 
proposal also for sympathetic consideration 

187 As regards the general public we are of opinion that the existmg 

Extension of facihties for supply bills might, with advantage, be 
Facilities to the extended The present minimum limit for the 
issue of such bills is Rs 1,000 It would help 
many small traders if the limit were reduced to Rs 500 At present, 
insured packets contaimng articles worth more than Rs 600 are not 
accepted and the transmission of currency notes by sendmg halves in 
registered insured packets is discouraged In the circumstances it 
seems desirable that the minimum limit for supply bills should be reduced 
to Rs 600 The question of reduemg the charges for the bills is also 
worthy of consideration Another improvement in the existmg system, 
which we should like to suggest, is the removal of the restnction that 
bills should be drawn in even sums of hundreds of rupees This would. 
obviate the trouble and expense involved under the present system in. 

MO Y 6 — 10 ( 
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remitting broken amounts We find that the facilities available to the 
public at the treasuries are not yet sufficiently loiow Some publicity 
work in that direction seems desirable 

Another instance of curtailment of remittance facilities by the 
Imperial Bank has been brought to our notice The Bank used to allov 
its customers to transfer funds from one of its branches to another free 
of charge up to a limit of Rs 6,000 That concession has nov been 
withdrawal, because the Bank does not consider it reasonable to mcur 
expenses on the maintenance of an establishment for the w ork wathout 
gettmg anything in return for its services The withdraival of this 
concession is subject to modification in specific cases where the Bank 
IS compensated in other directions The Bank is perfectly justified in 
regardmg it as a business proposition, but we are not sure that a business 
proposition necessarily precludes the management from rendermg a 
service without remuneration in one direction, if thereby it secures addi- 
tional custom and makes up for the loss by profit earned on servaces 
rendered in other directions We understand this pri\alege has induced 
many persons in the mofussil to keep accounts with the Imperial Bank, 
although the Bank does not allow interest on current accounts as the 
other banlcs do, and that they found the concession useful m making 
small payments, e g , bills for supplies obtamed by pubhc servants, 
professional men, artisans and small traders If, as we are informed, 
some of the Bank’s customers have abused the privilege and the con- 
cession has had to be withdrawal on that accoimt, it seems scarcely fair 
to penahse the whole body of the Bank’s constituents for the transgres- 
sions of a few' We are not oblivious of the fact that there would be 
practical admimstrative difficulties in continuing the facility ivith 
certain reservations, inasmuch as there w'ould be many wnys of gettmg 
round safeguards provided agamst the abuse of the privilege At the 
same time, we are inclmed to believe that if the amount of free transfers 
on account of customers is reduced to, say, only about Bs 600, it would 
stop manipulations by traders to a very considerable extent and that 
if some persons still try to take an undue advantage of the facility for 
free remittances, it would not be difficult for the Bank to deal wath such 
cases individually 

The general public and the commercial community ahke look to the 
Imperial Bank of India to adopt a progressive pohcy for the promotion 
of banking in this coimtry, recognismg that it is not merely a 
money-makmg joint stock concern, but that it also enjoys the prmlege 
of aotmg as sole banker to Government and has therefore certain 
obligations to discharge in certain directions irrespective of considerations 
of compensation We trust that the Bank will, instead of 'withdra%vmg 
facihties for remittance, augment them and suggest w'ays and means to 
Government of giving increased facilities to joint stock banlcs, co-opera- 
tive banlcs, mdigenous bankers and the public generally through its 
own local head office and branches and through the treasuries and 
sub-treasuries 
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188 The 'Post Office can also be instrumental in mcreasing the 

^ facilities for remittance by reducing its rates for 
PosSl F AOttiTiEs money orders and insured letters It can also help 
by allowing transfer of funds from one savings bank 
account to another in different centres We propose to deal with 
tins proposal in Chapter XVI 

189 Use of cash is expensive to society Paper money and credit 
instruments economise cash Under a well 
orgamzed banking system they can be easily 
transferred from one person to another The credit 

system enables society to substitute readily a claim to money for cash 
itself and then to bring the claims together and cancel them Such 
a credit instrument may be a promissory note, or an order on a bank, 
a cheque or a bill of exchange, and on the development of the diverse 
negotiable instruments and the efficiency of the system of acceptance and 
negotiation of such instruments depend the growth of production in 
anticipation of demand and the expansion of the internal and external 
trade of a country 

The negotiable credit instruments commonly used m commercial 
transactions are — 


1 Promissory notes 

2 Cheques 

3 Bank drafts 


4 Hmidis 


5 Bills of exchange 

We append specimen forms of Jmndis,' promissory notes and deposit 
leceipts commonly used in this Province {vide Appendix VII) 

190 This IS the most common instrument of credit As the maximum 
PaoMissoEY Notes annas, 


banlcs also 
advances 


this mode of pa 3 Tnent is freely resorted to The 
take promissoiy notes as security for all kinds of 


The promissory note, though payable on demand, generally involves 
payment after a fixed period withm which the buyer hopes to selLthe 
goods purchased by him and thus redeem the note If, however, the 
seller insists on immediate payment, the buyer has to discount his 
promissory note with a bank or with an indigenous banker to make 
ready payment to the seller This would only be possible if there was 
a network of banking agencies all over the country 

191 The removal of the stamp duty on cheques has given an additional 
impetus to the use of cheques In Chapter XVI we 
Cheques question of the growth of the cheque 

habit in greatei detail, but wlnlst on the subject, we should like to stress 
the need for further popularismg the cheque system To the extent 
to which cheques are freely used the strain on currency is reduced 
The removal of all avoidable restrictions and impediments m the way 
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of circulation of cheques is, therefore, a question not merely of popularising 
the banking and investment habit, but also of economising curiency and 
reheving the seasonal strain on it It appears to us, however, that 
neither the policy of Government as regards acceptance of cheques m 
heu of cash payment on account of land revenue, nor the existing pro- 
cedure followed by banks as regards encashment of cheques over the 
counter, is conducive to that end Payment in respect of Government 
dues on account of land revenue has to be made m cash at places 
where there is no branch of the Imperial Bank Pajment in cash 
IS also insisted upon at many places, on account of local rates and taxes 
Such a pohcy must affect the growth of the cheque habit and of banking 
generally, wlulst restricting reimttance facihties Similarly, the cheque 
system cannot gain m popularit}' unless there is an improvement in the 
procedure of banks so as to expedite payment on accoimt of cheques. 
We shall have to say moie on the subject in Chapter XVI 

192 A recent ruling by the Bombay High Court has resulted in a 
restriction on the negotiability of cheques by 

AMF^Ds^ENTo^T^E malviug it incumbent upon banks and business 
™r to examine all endorsements upon bearer 

Cheques cheques Contrary to past practice, it has been 

held that the character of a negotiable instrument 
vluch IS dravn payable to bearer, in the first instance, can be effectively 
altered by any subsequent endorsement Such an imnecessar} 
restriction is sure to militate against the furtherance 'of the use of 
cheques and retard the progress of banking in this country The 
practice hitherto in vogue was based on the principle “ once a bearer, 
always a bearer ’ The practice in England is the same and has been 
grounded on the same principle An'i deviation from it ivould throv 
on the banlrs not only extra work in examining all the endorsements on 
bearer cheques but also heavy pecuniary liabilitv in cases of fraud 
Moreover, the prl^’lty of contract is between the diaiver and the drawee 
and the drav ee or the bankei is bound to obey the instructions of the 
drawer only and no one else who handles the instrument with the 
knv oledge that it is a bearer instrument This defect should be removed 
as early as possible The bill to amend the Negotiable Instruments 
Act, mtroduced in- the Legislative Assembly on 2nd September 1929 
sought to legalise the practice vliich previously existed, but it vas 
rejected as it was believed that Indian banking and commercial oximion 
was agamst the proposal We, houever, find that there is no such 
opposition to the continuance of the practice that had already been 
^ in vogue A large majority of witnesses have exaimned on the 
subject have expressed themselves m favour of the amendment We 
are of opmion that the law on the subject should be amended at an 
early date and that himdis should also be covered by it It is essential 
that there should be in circulation, in the money market, instruments of 
credit which can be negotiated as freely as currency notes and which 
should not lose their character as negotiable bearer mstruments in spite 
of any endorsement or series of endorsements thereon 
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IVlieu tlie Negotiable Instnimeuts Act is amended as suggested, there 
%iould be HI circulation four lands of cheques and these should meet the 
requirements of all concerned — 

1 Bearer cheques, which will circulate m the same way as 
currency notes without restrictions 

2 Older cheques, which will circulate bv endorsement only 

3 Crossed bearei cheques which will be paid only through a bank, 
but withcut any obligation on the part of the paying banker to examme 
the endorsements, as m the case of slialijog Imndis used in the money 
market 

4 Crossed order cheques x>ayable to banks onty, but entaihng on 
the banks the responsibility of exannmng the endorsements 


193 Demand drafts are issued against cash payments cr hundts 

The rate charged by the Imperial Bank of India 
ANKEKArrs anna per cent for ]oint stock banks and 

one anna per cent for the public The rates of other banlcs vary 
according to their respective position and reqiurements from day to day 
Demand drafts are also obtained from shoffs or then adatyas 

194 The Jiundt is the oldest instrument of credit in vogue in the 

Indian bankmg system and it is also the principal 
negotiable instrument for the settlement of debts 


and for mland remittance It is in essence a bill of exchange by which 
the drawei directs a certain person to pay a certain sum of money to a 
certam person or to the bearer either on demand or on a dctcrmmable 
future date It is m the majority of cases, about 90 per cent , a bearer 
instrument and is invariably an unconditional or^er, with the exception 
of the jolliami liundi and hundts accompamed by railway receipts 
and bearing instructions to pay only on receipt of the goods Such 
hundts are not, however, common m this Provmce, except in Sind 


There are two recognised sub-divisicns of hundts — (1) Darshant, 
oi sight or demand bill faUing in the category of cheques and therefore 
exempt from stamp duty , and (2) Mudah, deferied or usance bdl, 
hable to stamp duty The form generally in vogue is the shahjog which 
makes the hundt payable through a respectable person, havmg his 
business at the place of pajunent . The idea imderlying the instrument 
is to trace the payment, as in the case of a crossed cheque The^ 
liability of the drawee in the case of such hundts is practically the same 
as that of a paying banker in respect of crossed bearer cheques There 
have been cases of bogus shahs and there have been court decisions 
holdmg the drawee hable for making payment to unknown persons in 
contravention of the instruction imphed by the shahjog hundt There 
IS, however, a tendency in the money-market to ignore such restrictions 
and we understand that about eighteen years ago the Bombay Shrofis’ 
Association introduced another form of hundt — ^the deJehadnarjog, that 
IS, payable to presenter or bearer This form is now increasingly used 
in Bombay and Gujerat It has not, however, yet penetrated other 
parts of the Province to any appreciable extent There are two other 
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forms, dhamjog, payable to a dhant, a drawee or a definite payee, and 
fiimanjog, payable to order, but these forms are not in use in this 
Province 


In the foregomg paragraph we have noticed the points of resemblance 
between the hund% and the bill of exchange, its western coimterpart 
The pomts of difference may also be briefly noted The English law 
on the subject does not lay down any restrictions as to the form in which 
a bill of exchange is to be draim, but m practice it is a briefly voided, 
busmess-like, document In India, hovever, the Imndi often takes the 
form of an epistle "with salutations and invocations of blessings in the 
oriental style In the English bill the name of the draver is given at 
the right-hand bottom comer, vhereas in a hundi it is mentioned in 
the body of the instrument The name of the drawee is also mentioned 
in the body of the Imndi and the name and address are again mentioned 
on the reverse, vhereas m the bill of exchange the name and address 
of the drawee are given at the left-hand bottom corner of the bill The 
amount in a bill is mentioned tv ice in figures at the top corner on the 
left hand side and also in vords in the body In the Imndi, the amount 
often occuis four or five times In the body the amount is mentioned 
in words as V'ell as m figures and then elucidated and placed be-vond 
doubt or maiupulation by illustiations, such as half or one-fourth of, 
or twice, a paiticular amount The bill of exchange must contain an 
unconditional order, but as ve have seen above there are some 
exceptions in the case of hvndis, and its epistolar} form lends itself 
to the incorporation of instructions m the body of the hmdi v Inch at 
times might affect its character as an unconditional ordei 


DrSIRABILITr OF 
Standabdisation or 
Usages govebmno 
Hundi Trassac 
TIONS 


195 ■\^Tiat constitutes a matoiial point of difference is the multiplicity 
of usages governing hundi' transactions In the 
case of a bill of exchange there are certain general 
and umversally recogmsed imnciples regulating the 
presentation for payment, the time of pa}Tnent and 
the hours during v Inch payment can be demanded, 
and the loss or dishonour of a bill of exchange On the other hand there 
are varymg usages and regulations goveimng Imndi transactions 
in different centres In this Pro’iunce alone, tlie usages differ consider- 
ably The Indian Blerchants’ Chamber of Karachi has pointedly dravn 
our attention to the incon vemence caused by the multitude of conflicting 
usages prevailmg at different places and to the need for standardisation 
so as to secure luuformity and to iiopularise the use of hmdis in the 
settlement of commercial debts The points on vdiich a general 
agreement seems desirable may be summarised as under — 

1 Time of presentation for acceptance and jiayment 

2 Determination of time of payment and hours' during which, 

payment can be made x 

3 Days of grace 

4 Observance of hohdays 

6 Procedure in case of a lost Jmndi 

6 Procedure in case of a dishonoured Jmndi 
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Having regard to the importance of the subject, we invited the 
^^ews of the difierent chambers and associations interested in the 
matter as to whether it would not be desirable to have the question, 
of standardisation of the various usages considered at a jomt meeting 
of the individuals and institutions concerned so as to arrive at some 
generally acceptable principles There can be no question that 
standardisation of usages governing the hundt will tend to promote 
its circulation and we are stiongly of opimon that if standardisation is 
not possible for the entire Province, an attempt should be made to 
avoid ambiguities and to introduce a limform system at least m 
particular regions, such as can be recognised by the Courts m cases 
of dispute We would impress upon the Federation of Indian Cham- 
bers of Commerce and Industry the necessity of arming at a solution 
of the problem in consultation with the associations concerned The 
part played by negotiable instruments in the finance of the internal 
trade of this country is still very inadequate and the need for the 
extended use of such instruments uitli a view to replacing currency 
cannot be too strongly emphasized 

196 For the movement of crops and manufactured goods the need 
for increased credit and increased use of credit 
Stamp Doty o^ instruments has been keenly felt A considerable 
part of business in the mofussil is done through 
dm sham hundts The mudati hundt has almost 
gone out of use except in Bombay and Shikarpur, partly because of v ant 
of confidence in the stabibty of the drauei and the drawee, but mainly 
because of the unquestionably heavy progressive stamp duty to which 
it IS liable The stamp duty of one rupee per nulle on a three months’ 
usance bill is eqiuvalent to an interest charge of four rupees per annum, 
or 4r/10 per cent per annum, which the draver has to pay in addition 
to the rate of discount, which, as it is, is a high rate 

To avoid this heavy duty, various de\’ices are resorted to, such as 
the use of promissory notes with a verbal understanding that payment 
would not be demanded until the expiry of a fixed period mutually 
agreed upon Sometimes, the debtor opens a lliata (account) in the 
creditor’s boofe or gives a receipt acknoivledgmg money received Post- 
dated demand bills are also not uncommon These ciedit instruments 
are not touched by the banics, nor are they negotiable in the bazar The 
result IS that money claims are not liquid and are not negotiable for 
meeting the credit requirements of the money markets m the Province 
The use of hundts being restricted, there is no discount market for hundts 
in the mofusstl and the up-country agriculturist, trader, or manufacturer 
lacks that close relationship with the chief money-markets of the Province 
and of the country, winch is secured under an organised systejn of credit 
and inland trade, and import and export business has to be financed 
at heavy rates of interest, which must retard the growth of commerce 
and mdustry 

The remedy for the existmg unsatisfactory state of afiairs ^ to 
increase the volume and velocity of circulation of loanable funds and 



152 


credit instruments For tlie development of hundt business a change in 
the policy of Government concerning stamp duties is urgently called for 
The question here arises “ Should the stamp duty in respect of hundis 
be reduced or altogether abolished ’ ” We are of opmion that mere 
reduction m the amount of duty, howsoever substantial, will be of no 
avail People have learned to evade and have successfully evaded the 
duty by having recourse to piomissory notes and other devices referred 
to above So long as they can resort to these methods and so long as 
they feel that they are not thereby seriously jeopardismg their position, 
a reduction in the stamp duty -would afford no incentive to use the Imndi 
unless the amoimt of duty feed is the same as that le\^able in respect 
of promissory notes, and that means virtual abohtion of the duty If 
that 18 done, the practice of giving onndah Intndts, or usance promissoiy 
notes, ivill automatically come into vogue and along with it discoimt 
markets wall sprmg up and discount houses too, all tending to estabhsh 
a reasonably moderate discount rate We find that the average revenue 
derived annually from the stamp duty on inland liundis payable otherw ise 
than on demand for the qumquemuum endmg with the 3 "ear 1928-29 
amounted to Es 2,50,000 Were the stamj) dut}’^ on -these Jiundts 
abolished as proposed, it is not likcl}'- to entail an undulj’^ heavy sacrifice 
on the finances of the Province considcrmgthe stimulus it will give to the 
development of one of the most liquid forms of negotiable instrument 

197 Merc abolition of the stamp duty w ill not, how e^ er, suffice to re- 

instate the nmdah hnndi in the money-market Other 
Meastoi-s jor inducements aie also necessary We have already 
I^os IK Hukdis sticsscd the need for standardisation of forms and 
usages Wo suggest the follow-ing othei means of 
IJopularising dealings in hundts — 

(1) Validatmg the noting of dislionour and piotest b}^ recognised 
associations of bankeis, shroffs or meichants so as to save trouble and 
expense to the owmei of the instruinont 

(2) Facilities to co-operative banln, to deal in himdi business so 
that distant parts of the Pronnee can in course of time be linked to 
the central money-market 

(3) Increased facilities to mdigenous bankei-s foi lediscountmg then 
hund'is TOth the Imperial Bank 

198 It has been repeatedly lepresented to us that there is a strong 
A Plea tor ak feelmg among the mdigenous bankers that wnth 

lupRovEMEKT IK THE exccption of hlultaui shroffs, who have large 
THE SHEorrs AKD THE dcalmgs w ith the Imperial BanJc, tney do not get 
Imperial Bake from that Bank the same facilities as are offered to 

joint stock banlcs It is urged, on behalf of the Bank, that it is 
difficult to distmguish betw'een a shwff domg banking business only 
and another combunng trading with banking "VSTiatever may be the 
causes for the estrangement betw’^een a large section ^of the sh7offs and 
the Imperial Bank, we consider it desirable that the Bank should take 
steps to remove such a feehng by the due recogmtion of the legi,timate 
needs of all indigenous bankers 
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^ 199 During times of seasonal stiingency brcnglit abcnt by tbe 
movement of crops. Government supply the 
defloimcy by tho is™ o£ emagenry cmency 
against hxmd is held by the Imperial Bank The Bank 
IS seldom able to tender a sufficient volume of bills against nhich the 
required amount of additional currency can be issued It is an open secret 
that the Bank is, therefore, obliged to resort to the doubtful expedient 
of getting cash credits granted by it to its customers converted into 
Imndz transactions with a view to being put up as cover against the' 
Bank’s borrowings from the Paper Currency Reserve AH these diffi- 
culties wdl be obviated nav the seasonal strain on currency itself will 
be greatly mitigated, if proper inducement is ofiered to the people to 
draw Imndis and accept Jmndis dravn on them and if, m consequence, 
a regular discount market comes into being Por tbe creation of a dis- 
count market for Jiundis in the mofussil, it wdl be necessary to open 
blanches of banks at several places Such branches will not ho vever, be 
paying propositions We w-ould, therefore, suggest that the co-operative 
banlcs and the indigenous bankers should be encouraged to dt hundi 
busmess at such centres, worlang, if it can he arranged, as agents of the 
Imperial Bank whhrever such an arrangement is deemed practicable 
and mutually lieneficial It may be expected that if a more intimate 
contact IS established between the Bank and the indigenous bankers it 
w ould pave the way for the creation of a discount market in hundts in 
cities as well as in the mofusstl 

200 While a hundi is often drawn for legitimate trade purposes, it 
does not bear on the face of it any indicaiion that 
it is a genmne trade-biH and not an accommodation 
hiU A gieat djawback of dbo credit organisation in India is the absence 
of real trade-bills drawn by sellers on buyers, such as those constituting 
the hulk uf the credit instmments in circulation in the foreign money- 
markets There is no “ prime bill ”, and “ acceptance credit ” is 
unknown Paradoxical as it may appear to be, Indian ]cint stock banks 
appear to fight shy of accepting inland biHs on behalf of their approved 
constituents although some of them open credits for such customers 
and make use of the sterling acceptance credit 

In the finance of the foreign trade of the countiy, acceptance credit 
plajs a predommant part If cancellation of indebtedness by the use 
of negotiable credit instruments is most efficiently efiected in any depart- 
ment of Indian banking, it is in regard to the handling of the foreign 
trade cf the country Indian importers are financed, as a rule, under 
credits opened by them through the banlcs A commercial letter of 
credit enables the exporter to draw his draft upon a bank instead of 
upon the importer The exporters draw hills, accompamed by shipping 
documents, in terms of the credit and obtain payment for the goods from 
London banks with whom the credit is opened The usual form of 
credit 18 the documentary credit, which is an authorisation by the 
importer to a bank to make advances to the exportei on presentation to 
the bank of the bills of exchange and complete shipping documents 


Tkadf Bills 
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Similarly, bills as>amst export are usually drauu at three muntlis’ sight , 
sometimes the period is shorter, but seldom longer The term of the 
bill enables the importer to tide over tlie interval between his purchase 
of the goods from India and the sale of the goods in his own country 
Both documentary and clean bills are drawn, but clean bills are accepted 
by banks only from first class shippers The biUs negotiated by the 
exchange banks are sent out to their offices in London, where they are 
presented for acceptance to the parties or banks concerned and when 
complete are endorsed by the banks in London and usually discounted 
in the open market There is no reason why India should not develop 
the use of a similar form of credit for the purposes of its internal trade. 
We have tned to ascertain whether bankers or traders have experienced ^ 
or anticipate, any special difficulties in introducing the system, but the 
only explanation that is forthcoming is that “ it is not the custom ” 

Trade acceptance credit has been so well developed in other countries 
' that it IS now operative not only between trader and tradei but also 
between the retailer and his customer It enables the trader to render 
aU good outstanding accoimts the equivalent of cash and reduces consi- 
derably the amount of frozen capital in business We see no reason 
why advantage of this method of finance should not be taken m this 
country We have no doubt that once the system is introduced, it w ill be 
popular wnth the banks as well as with the commercial community If 
genuine trade-bills circulate freely in the money-markets of India and if 
they are ultimately taken to the Imperial Bank for re-discounting, the 
Bank would obtain the necessary cover for the issue of emergency 
currency The re-discount operations may also enable it to exercise a 
more effective contiol on the money-market than it has been able to do 
hitherto without an orgamsed discount market 

201 The Negotiable Instruments Act has been ba'?ed on the Enghsh 
Law which admits the negotiabihty of mstruments 
lN^nuME 3 STs IcT^ ^ recoguiscd bv commercial custom Under section 85 
of the Act a bank is protected in case of foiged 
endorsements cn cheques This protection, however, does not extend to 
drafts drawn by one branch of a banlr on another oi on the head office 
We suggest that this defect may be removed In our opimon the same 
pictection should also be given to demand Jmndis 

A doubt has been expressed as to whethei Government Promissory 
Notes which are now governed by the Indian Securities Act, would be 
recogni'^ed as negotiable mstruments within the meaning of the Negoti- 
able Instruments Act, although the Enghsh Law would regard^ these- 
securities as negotiable instruments We suggest, that if there is any 
ambiguity in the matter, the legal position should be clearly defined 
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CHAPTEE XI 


Histoeical 


CO-OPEBATION 

202 The'^ system of 3 omt stock banlcs is not suited to tlie condition 

and requirements of the agricultural and artisan 
ChaTte^ classes These bamks cannot lock up their funds 

for long periods and they find the security offered 
hy cultivators, small traders and craftsmen insufficient and unacceptable 
for the land of credit the)’- deal in That is why joint stock banks 
prefer to cater to the needs of larger industries and bigger people 
The two principal agencies of finance for the small men are, therefore, 
the soivcai and the co-operative society With the former we deal 
elsewhere in this Eeport In this chapter, we discuss the present 
position of the co-operative movement as a credit agency and indicate 
the reforms reqmred to make it more useful 

203 The co-operative method has been recognised all over the world 
as eimnentl)’^ suitable for developmg an organised 
system of rural credit The financial basis of 

such a system is the collective guarantee afforded by groups of 
agriculturists or aitisans commg together in voluntary association 
for achievement of a common economic end Thrift, self-help and 
mutual aid are the govermng prmciples of the movement, which is 
besides autonomous m its methods of control The movement was 
introduced in this as in other provinces m India in 1904, when the 
first Co-operative Credit Societies Act was passed The operations of tlie 
societies formed under this Act were restricted only to credit The 
societies were intended to be “small and simple credit societies for small 
and simple follcs with simple needs and requiring small sums only ” 
Besides provi^ng cheap credit to the agriculturist, they vere to perform 
the important task of educatmg him in the use of that credit and of 
inculcating in him habits of thrift and self-help The functions of 
these societies were widened by the Co-operative Societies Act of 1912 
which facilitated the orgam/.ation of central banks and unions and of 
non-credit societies The Bombay Co-operative Societies Act, which as 
passed in 1925, made the object of the movement still mder 3’he 
previous Acts uere mtended for onlj’^ “ men of limited means ” Under 
the new Act, societies could be formed of “persons vith common 
econoimc needs ”, and its preamble refers to “ betlei living, better 
business and better methods of production”, as the aim of the 
movement 

204 


Peevious 

Q01B1ES 


IE 


The progress of the movement in this Province has been 
examined twice, once by the Committee on Co- 
operation appointed m 1914 and again by the 
Koyal Comrmssion on Agriculture in 1926 T1 e 
recommendations contained in the valuable report of the Maclagan Com- 
mittee have received due attention and have, in most of the important 
matters of constitution, administration and policy, been folloved 
substantially in this Province The Eoyal Commission on Agriculture 
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dealt wjtli co-operation only as a part, thongli an imiiortant part, 
-of its extensive inquiry Its recommendations ve understand, are 
still bemg considered by the local Government Our present inquiry 
IS confined to banking in relation to agricultuio small industries and 
trade, and we sliall examine only those aspects of the co-operative move- 
ment jn the Province A\hich have an intimate bearing on the credit needs 
■of the population and the development of banking facilities 

The followmg figures illustrate the growth of the movement till 
31st March 1929 — 


Progress of the Co-opc) alive Moicmcnt tn the Province 
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295 The most important umt in the whole co-operative orgamsation 
IS the rural primarj society The primary societies, 
esjiecially those m mini areas, arc not, generally, 
in a position to raise loc.ill} the funds required for the needs of 
their members, and with a view to jiroviding such funds, central banks 
have been started at district toinis These banks liave both societies and 
individuals as members and raise capital by means of shares and deposits 
To balance the excess and deficiency in the resources of central banks and 
to servo as a central bank in areas which have no local central banlcs 
of their own, there is a piovmcial bank at the apex of the financial 
stmeture Co-operative societies are also grouped into local unions 
lor purposes of sujienision 

206 Co-operative institutions concerned with mral finance differ 
essentially, both in constitution and w orkmg, from 
^ ^ those for urban finance It is, therefore, neces- 
sary to tieat the two separately The constitution 
of the agricultural primary societies in this Pro^unce is based on the 
Eaifieisen model, wuth its closely restricted area, joint and unlimited 
liabihty, gratmtous seiAuce on the managmg committee, allocation 
of net profits to an indivisible reserve, limitation of loans to members 
only, and reliance on personal rathei than real credit The area of 
operations of a society is, as a rule, restricted to one village , the maximum 
limit of membership is fixed at 100 Fimds are raised by deposits from 
members and non-members, and loans from financmg mstitutions 
Shares were, till recently, an integral part of the system only m Smd, 
but are now" bemg mtroduced elsew"here m the Province Loans 
are advanced generally for a short term and for productive purposes, 
up to a maximum fixed in the bye-laws which cannot be exceeded 
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witliout tlie sanction of the Registrar or Assistant Registrar , The 
number of agricultural societies m tbe Province on the 31st Marclv 
1929 -was 4,317, their membership 262,569, and their working capital 
Rs 3| crores Thirty-nme per bent of this capital was owned capital 
consisting of members’ deposits, reserve fund, and share capital 
amounting, respectively to Rs 75 lakhs, 46|- lakhs and 17^- lakhs 
The capital available per member for the Province as a whole was 
Rs 133, though, if Smd is excluded, the average is much lowei 
As agamst Rs 171 lakhs.advanced durmg the year 1928-29 repayments 
amounted to Rs 172 lakhs , arrears from membeis, however, amounted 
to nearly Rs 98 lakhs out of total outstandings of Rs 311 lakhs The 
position in respect of overdues is particularly unsatisfactory in the dry 
zone and the canal areas of the Deccan It may be added that no distinc- 
tion IS observed, m the pubhshed statistics between short-term and 
long-term finance, nor IS any information available about the purposes 
and periods of loans and the security on which they are granted If 
we take each faimly to consist of 5 persons, the number of persons 
dependmg on agriculture who have come within the fold of the ruial 
credit movement would amount to 10 7 per cent of the total 
agricultural popidatiou The percentage vanes from district to 
district and the figures for Dharwar, Broach and East Khandesh, 
which lead in the progress of the movement, come to 27 8, 24 8 and 
18 7, respectively 

207 The provision of a laige amount of capital at modeiate rates of 
interest and the organization of a self-govemmg 
system of rural ciedit may be mentioned as two of 

the advantages which co-operation has brought to the rural population 
A large amount in the aggregate has also been saved by members, which 
would have otherwise been spent on unproductive purposes Practical 
trammg m business matters and the acquisition of a sense of mdependence 
are other advantages which cannotbe expressed m statistics Where the 
movement has developed well, there has been a general reduction m the 
rate of mterest charged by the money-lender a benefit which is shared 
by non-members as well 

f 

208 Defects and Remedies — A. co-opeiative society is a democratic 
institution and can work well only when conducted 
in a democratic spirit This presupposes that 
members, whether literate or not, are able to select 

and control the managmg committee, can understand co-operative 
principles, and are free from factious spirit To the extent that 
these elements are uantmg, supervision from outside — a question ivith 
which we deal below — is necessary We need haidly point out that the 
success of the movement depends in a large measure on the judicious 
selection of members and the steps taken to educate them m co-operative 
prmciples At present, careful selection of members is not universal , 
those that are most in need are naturally the most anxious to join 
co-operative societies and are admitted as members If they become 
defaulters and aie found to be undesirable in other ways, the credit of 
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-the whole society suffers Wc aaouIcI, theicfoie, suggest that this 
essential step of a proper selection of members should ever be borne 
m mind by those responsible foi the management oi supei vision 
of societies Another important lequisite is that the members of 
a society should know one another intiraatelj' and exeicise close 
mutual control over one another’s dealings To secure this, it is 
in our opinion necessaiy to sec that mcmbeiship does not become 
unwieldy 

209 Equally important, if not moie, is the work of educating 

Go oriBATi\i members in the principles of co-operation This 

EDucAa^o^ w'oik IS entrusted at present to a large extent to 

honorary oiganisers, though latteily the branches of the Bombay Pro- 
vincial Co-operative Institute, the central education il and propagandist 
body have also come into the field Useful as the services of honorary 
organisers have been, they cannot be expected to have the time to attend 
to the systematic education of members Tlie activities of tlic Institute 
in tins direction are also confined at present more or less to the training 
of membeis of managing committees This howcvei, is not enough 
Attempts must be made to teach cvci)' member of a co-operative society' 
not only Ins rights and piivilcges but also his duties and responsibilities 
This should be undertaken by the Institute, assisted by the trained staff 
of the Co-operative Department The Institute is handicapped for want 
of funds, the Department by shortage of staff If the movement is to be 
successful, too much attention cannot be devoted to the patient and 
persistent education of the members of co-operative societies in the 
principles and meaning of co-operation We w'ould therefore reitciate 
the recommendation of the Royal Commission on Agriculture that the 
co-operative movement has a claim on the resources of Government for 
expenditure on such education 

Wchave stated above that the progiess of a society depends, in a laige 
measure, on the personnel of the managing committee and on the 
control w'hich the general body of members is able to exercise over it 
Where the general body' is composed of illiterate members, such control 
tends to be inefficient leading in the end to deterioration We heard 
complaints about the inefficiency of managing committees of ruial 
societies and about the factious spirit pievaihng m some of them Here, 
again, the remedy lies in education It is only when members understand 
their responsibility and the implications of their voting power that 
better managing committees wall be elected 

210 Inelasticity, dilatormesa and inadequacy are the three charges 

Normal Cri ^^ost frequently levelled against co-operative 

■SiATEMERTs financc As regards the first, it is obvious that the 

co-operative sy'stcm cannot be made as elastic as the 
sowcar’s who has absolute discretion as regards the disposal of his funds 
In the case of co-operative societies, on the other hand, certain formalities 
have necessarily to be observed Their system of w'orking should not, 
however, be rigid and should be such as can be imderstood and folloived 
w ithout difficulty by a population not very conversant wath business 



169 


practice To remedy this defect, it is necessary to introduce tlie normal 
credit system in all the societies This system reqmres a society to fix 
"the credit limit of each member in advance of the season and mate 
arrangements for securing -the necessary finance in time It is one of 
-the important duties of the supervising and inspecting authorities to 
see that these credits are fixed by the societies at the proper time and 
sanctioned by the banks "without delay If this is done, members are 
assured that the necessary finance will be made available, so long as tbe 
society conducts its affairs properly and complies -with the conditions 
governing the credit As the credit limits of members are fixed at a 
general meeting, they are enabled to secure adequate finance and to 
exercise a check on one another with regard to borroivings The 
Provincial Bank and some veil-managed district central banks are 
paying proper attention to the preparation of normal credit statements 
We suggest that every central bank should take special care, through 
its inspectors, to attend to the proper and timely preparation of such 
statements by its constituent societies, so that in course of time prompt 
and adequate finance may be secured for members through the agency 
of co-operative societies 

One reason for the delays that occur in granting loans is that in some 
ateas, the societies are not expected to send their applications to the 
central bank until they have Recovered the dues durmg the current 
season, and the central bank is disinclined to allow any fresh credit 
unless the current yeai’s mstalments due by societies have come in 
Such a procedure seems wholly unnecessary The societies may be asked 
to send their apphcations well in advance of the time when they require 
the loans The bank should immediately proceed to sanction the ciedits 
or loans, subject to the condition that the amount will not be allowed to be 
drawn unless substantial progress is shown in the matter of recoveries 

211 As regards inadequacy, the maximum limits fixed under the 

bye-laws are sufidcient for a majority of the 
PEouL Limits members, but there are bigger landholders who 
require larger amoimts and in times follov/ing a year of scarcity when 
people are unable to repay their loans, higher lirmts are also necessary 
even for ordinary landholders Provision for fixing special limits in 
such cases with the approval of the Assistant Kegistrar or the Begistrar 
IS made in the bye-laws, but it is not always availed of If normal 
credit statements are prepared systematically in general meetings, as 
suggested above, members with large holdmgs can apply for such special 
limits, and in order to reduce delays in the sanction of such limits we 
recommend that, in suitable cases, such limits should be assigned not 
only for one year as at present but for a period of three years 

212 We would point out one serious defect in the present system of 

advancing loans We find that such loans are 
MENTs^^ Instal- gg^gjally given to members in one lump sum 

Obviously, when a member receives the full amount 
a long time before the whole of it is needed by him there is bound 
to be some wastage Loans ought to be advanced as and vhen 
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required by the member concerned The best system i^ould be the one 
followed by several societies affiliated to some brandies of tlie Provin- 
cial Co-operative Bank, such as the one at Islampiir or Shirpui These 
societies make advances to their members m instalments by means of 
cheques drawn against the societies’ current account with the branch 
The advantage of tins system is that a member does not get at any time 
more money than he actually reqmres at that time and he also becomes 
faimliarised with the use of cheques We lecogmse that this system of 
payment of loans by cheque can be introduced onh m place'; where 
communications are satisfactory and vhere there is a bank oi its branch 
^vlthJneasy reach of the\nllage societies, but ve hold that there should 
be no insurmountable difficulty in the way of societies advancing loans 
by instalments 


213 The present model bye-laws do not make any deal distinction 

between short, intermediate and long-term loans. 

T 1 Under one bye-lav , loans are allov cd for different 

Long term Finanof , i , 

periods not evceeding five years, v hile undei another, 

loans for the liquidation of old debts or for land improvement can 

be given for periods not exceeding ten years The loans under the 

former bye-law arc usually advanced on the secmity of two siueties and 

under the latter on the possessor};’ mortgage of immoveable property 

We suggest that in the bye-law's as^w'dl as accounts short-term, 

intermediate and long-term loans should be clearly distingiushed The 

first class of loans will be “crop loans” required for a period not 

exceeding what is necessary for raising, harvesting and markeling the 

crop the second will be loans for a period not exceeding fiAe years 

and the third for a period exceeding five years If this is done it will 

be easier for central banks to raise funds from the Imperial oi other ]oinl 

stock banlrs by pledging paper of the first kind 


214: Whether it is desirable to start separate societies for big land- 
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holders or to mclude them m the ordinal}' %'illage 
credit societies is a question that has often been 
raised On the one hand, the inclusion of such 


landholders m the village society enhances its credit and the 
society IS also able to seciue the services of men of good status 
and education to look after its management On the other hand, 
such landholders are hkcly to have too powerful a voice in the 
management of the society, which might then lose its democratic 
character, and unless the landholders are imbued with the spmt 
of public service, they may feel inclined to take ad\ antage of their 
position and appropriate a large iiart of the societ}'’s funds to themselves 
If they default, the w'hole society suffers, the amounts bon owed by them 
bemg large In some tracts, as in Gujerat, the terms and conditions on 
which loans are advanced by Aullage co-operative societies may not be 
smtable for big landholders, or they may themselves hesitate to assume 
unhmited liabihfy and pledge their large assets for a number of persons 
with small means and poor assets In Sind, the expeiiment has been 
tried, with success, of startmg separate zemtndai i tahila or district banks 
on a hmited hability basis for big landholders We suggest that similar 
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societies may be organised in tbe Presidency proper in tracts where there 
IS a fairly large number of big landholders 'Where their number is small 
the}'- should, if propeily qualified, be enrolled as members of the village 
credit societies 

216 So long as the majority of mombeis of a society continue to be 
illiterate and incapable of exercising an effective 
Sotfryision check over the managing committee, regular 
superiusion by some outside body is necessary The control of the 
Co-operative Department IS at present chiefly confined to audit, that of the 
central bank to the examination of assets and normal credit statements 
and to the distribution and, m some cases, to the use and recovery of loans. 
Tlie supervising union composed of representatives of affibated societies, 
Mitli a nominee each of the Co-operative Department and of the central 
financing agency on its managing committee, is best suited to exercise 
the supervision just referred to Its effectiveness as a controlling agency, ' 
however, depends upon the co-operative spirit of the members of the 
committee and especially on the efficiency of the supervisor 

“We think that greater care ought to be taken than is now exercised 
as regards the selection and training of supernsors, and that such 
selection should be subject to the apiiroval of the distxict federations of 
umons that arc being formed now It WiU be desirable to form a district, 
or if possible, a divisional cadre of supervisors, under the control of the 
district or divisional fedeiation as the case may be, vho should have 
the power of transferring and promoting the supervisors m consultation 
with the unions concerned The better prospects that the federation 
will be m a position to oiler would allow' a better class of supervisors 
being selected and lead to greater efficiency 

216 We find that some societies have deteriorated and that some had 
actuall} to be cancelled, as the banks refused to 
advance them loans ow'ing to the default of a large 
number of their members, though others imght 

have paid their loans piuictually It is true, tlieoreticaUy, that for 
the good worlang of a society, corporate responsibility has to be enforced, 
but, in our opiiuon, in the present state of development of the move- 
ment, this princple need not be enforced too rigidly The difficulty is 
that the good members of the society have to suffer for the default 
of the majority The defaulters ought not to get any more finance and 
ought in the end to be dismembered, but banks should advance, under 
proper safeguards, the amounts required for financing good members 
The banlcs may make such advances only if they are satisfied that due 
action has been taken by the society against the defaulters It is true 
that such finance, if unregulated, may prove to be a danger, but as 
part of a pohey of rectification and consolidation it has everythmg 
to recommend it 

217 Closely allied to the 'problem of defaulting societies is the 

question whether a society should be cancelled if it 
SociETms'’^°^' being mismanaged, or whether, after the 

mismanagement has come to light, there should be 
some intermediate stage before its hqmdation At present, ^-he only 
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step that the Registrar of Co-operative Societies can take, besides 
giving advice or warning, is to order an inquiry and to get the cost of 
the inquiry recovered from the persons responsible for the mismanage- 
ment If matters do not improve, a liquidator is appomted to 
wmd up the affairs of the society, and it is eventually cancelled Good 
members suffer with the bad and the former lose the benefit which 
they may have derived from the movement and have again to fall back 
on the SQivcar We think that the super vismg union as the local 
controllmg authority should have the power with the consent of the 
Registrar, to suspend a society when it is not worlcmg properly and 
to entrust the management to a siutable person or persons for a 
defimte period not exceedmg two years If the desired improvement 
takes place durmg that period, the society may be ordered to be 
reinstated Otherwise, it may be ordered to bo woimd up 

218 We find that during the last feiv years, the Co-operative 
Department has followed a policy of consolidation 
N^'^Sooii^nEs^ improvement rather than of expansion, ivith 

the result that the mcrease in the number of 
agricultural credit societies, during the last two years, has been only 295 
It seems to us that the time has now arrived when the orgamsation of 
new societies may be taken up again at suitable places after careful 
prelimmary inqunq' The pohcy of rectification will have to be 
contmued for some time to come, but this work is not incompatible with 
the starting of new societies where conditions are favourable Owing 
to the limited staff at its disposal, wluch was unable to cope with the 
increasing number of societies, the Co-operative Department was justified 
m following a cautious policy, and usmg what staff it had mamly m 
improvmg existing societies rather than leavmg them alone and regis- 
tering new ones which could not have been properly supemsed 
A policy such as this may be good for a short time, but its contmuance 
over a period of years can hardly be justified There are, in the 
Provmce, many areas m which new societies can be orgamsed after 
necessary prelimmary mquines No fears need be entertamed 
that when started the new societies will lack financial facilities because, 
as we shall see later, there are at present ample resources available at the 
disposal of the co-opeiative movement which, it is expected will 
expand m response to its demand for funds In the selection of areas 
and m the essential steps of selecting and educating members, caution, 
in our opmion, is necessarj% for it need hardly be emphasised that it is 
better to have a smaller number of strong and efficient societies than a 
larger number of weak and mefficient ones Subject to this condition, 
however, we strongly urge that, with all the ordinary safeguards, 
more societies may now be orgamsed wherever the ground is ready for 
them It IS true that an mcrease m staff will be necessary, for without 
an adequate staff, it will not be possible to arrange for general 
supervision or audit, but we think that m the interests of the 
agricultural population Government ought not to grudge the additional 
expenditure that may be necessary 
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'319 The utihty of a co-opexative society is to be considered fiom two 
points of mew , tbe financial facilities that it can give 
Tjieifta^dSvviots and the opportunities for savings and investment 
* that it afiords For the purpose of encouragmg 

_aavings m tlie Piesidency proper, rehance has, till very recently, been 
placed almost entirely on deposits In very few societies, however, 
the deposits are voluntaiily made by members, a large part of the 
deposits figurmg m the annual returns as members’ deposits being 
compulsory deposits deducted at the time of advancmg loans Members 
now understand the desirability of such compulsory savmgs and consider 
that deduction from loans is the most convenient way of efi:ectmg 
sa\nngs It is true that m the case of the co-opeiative society the amount 
deducted is credited to the borrower’s deposit account and is not appro- 
priated by it, as IS the case with the money-lender, butthe systemresembles 
the system of discoimt deduction followed by the ordinary money-lender, 
and ought not, m our opimon, to be contmued longer than is absolutely 
necessary Compulsory deposits are usually five to ten per cent of the 
loans advanced and are fixed for periods varymg fiom five to ten years 
and are m the case of many societies, not demanded back unless a 
member resigns or dies In a way, such deposits appear to have 
discouraged voluntary deposits as the capacity of an average member for 
savmgs IS usually fully taxed when compulsory deductions are made 
In our opmion, the share system would be a better method for 
•encouraging thrift than such compulsory deposits, provided the share 
money is collected at the harvest time as is now being done m Smd 
where the system prevails almost throughout the province Even when 
-a system of mstahnent shares is introduced, the need for vohmtary fixed 
deposits remains, and members of societies should be encouraged to make 
such deposits At the same tune, the societies should make proper 
arrangements to sec that these deposits, when they mature, are paid ofi 
punctually if required by the members, as it would otherwise be 
difficult to induce them to entrust their savmgs to the societies 

We find that efforts have been made since 1923 to introduce the system 
of savmgs deposits but it is only m very few villages that it has been 
mtroduced so far with success It would be a great encouragement to 
people to save if some means of keepmg their temporary surplus near 
at hand were available We, therefore, recommend that efforts should 
be made to mtroduce this savmgs deposit system in aU well-managed 
societies, especially those situated near a bank or its branch, where 
they can deposit the buUc of such deposits and make withdrawals when 
needed to meet members’ demands 

220 Eoi many years after the co-operative movement was started m 
this Pro vmcc, attention was specially directed towards 
redit development of agricultural co-operation, but the 
urban side of the movement was not altogether neglected It was natural 
that the co-operative system as developed m this Provmce should cater 
to the needs of agriculturists lather than those of small artisans and 
traders The co-operative form of orgamsation is however as suitable for 
the finance of small mdustries and trade as for the finance of agriculture 

MO Y 6 — 11a 
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During tlie last ten years, urban credit lias made good progress m tins 
Province and has attained considerable success m several centres 
Co-operative urbanbanking has a greater significance anduse in India than 
in western countries for, as has been pointed out elsewhere, 'm the talula 
and bazai towns, the Imperial or joint stock banks are almost out of v 
the field, and the only form of orgamsed banking that can be established 
in such places is co-operative bankmg Even m big urban areas lilm 
Surat, there is considerable and mcreasmg scope for co-operative banks 
Persons who cannot be financed by other banks can and do go to urban 
banks 

These urban societies work on the prmciple of limited liability,, 
and societies wnth a working capital of more than Rs 50,000 are classified 
as urban banks They finance local trade and crafts and give modern 
bankmg facilities of all kinds The policy followed by the Co-operative 
Department m the Provmce is to multiply such banks until a very 
large volume of modern business outside presidency towns is done 
through co-operative banks run for and by the people themselves 
On the 31st March 1929, there were 535 non-agricultural credit societies 
(mcluding urban banks) with a membership of 1,74,820 and a working 
capital of Rs 2,91,71,528 The share capital and members’ deposits were 
Rs 63,78,446 and Rs 1,51,27,702, respectively, and loans outstanding 
amounted to Rs 2,15 10,469 In the city of Bombay alone theie weie 
as many as 166 such societies with a membership of 72,726 and a 
working capital of Rs 112 lakhs The turnover in non-agricultural 
credit societies is quicker than in agricultural societies, and advances 
during the year 1928-29 amounted to Rs 249 lakhs and recoveries to 
Rs 230 lakhs The proportion of overdues too was lower, arrears 
amountmg to Rs 24 lakhs against Rs 215 lakhs, the total outstanding 
loans for this class of societies These societies depend mainly on their 
0 ''vn resources for fimds, and borrowings from central financmg agencies 
stood at imder Rs 9 lakhs at the end of the year, representing only 
3 7 per cent of the aggregate working capital 

Urban societies can roughly be divided into the following four classes — 

(1) Societies which aim at domg banking business m general, 
particularly for traders, entrepreneurs and artisans 

(2) Societies for salary-earners 

(3) Societies which meet the needs of all classes in urban areas 
workmg on a scale smaller than those covered by (1) and content to- 
work as simple credit societies in comparatively smaller areas 

(4) Societies organised for special purposes or special classes, such 
as thrift societies, educational societies, debt redemption societies and 
communal societies 


221 From the pomt of view of bankmg the societies imder clause (1) 
. T> - most important societies There are 

BEAK ANKs urban banks in the Provmce with a working 

capital of nearly Rs 2^ crores The idea of havmg one people’s banlc m 
each talula has now been almost realised in some parts of the province 
such as the Kamatak These banks do all kinds of bankmg business, that 
is give loans, credits and overdrafts, and discount bills They command 



165 


:good credit and liave raised a large amount of capital locally The 
•defimte aim of these banlcs is to try to 'do for the small trader and the 
small meichant what the bigger banks are domg for the big trader and 
the big merchant In the development of urban banking on sound lines, 
what IS required is proper supervision and technical advice It must be 
remembered that co-operative principles have a more intimate bearmg 
on the productive emplo}Tnent by co-operative banlcs of their capital than 
on the methods of raismg and banking their resources We suggest 
that urban banks m the linguistic divisions of the Province should Ipe 
-federated into divisional unions of the kind already orgamsed in Gujerat, 
and that each umon should have a competent officer to work under it 
who can go round to supervise and advise the constituent banks and 
societies 

A proposal was made to us that urban banks should be allowed to 
finance ]oint stock concerns We cannot accept the suggestion as the 
principles of such concerns are different from those of co-operative 
societies and there are risks involved The needs of such concerns may 
be met more appropriately by industrial banks the establishment of 
which we have advocated in Chapter IX The question was also raised 
before us as to whether such urban banks should be allowed to admit 
as members and finance men with large requirements As these banlcs 
are mamly intended for small men we think that the clauns of such 
men should have a preference over the demands of bigger men 
^Several banks, however, have ample funds at their disposal after 
satisfymg the demands of men with small means, and we see no 
objection, provided there are sufficient fimds, to the urban banlcs 
financmg bigger men, especially in areas where banlang facilities are 
not available locally Provided such financing is not cairied on to an 
extent detiimental 'to the inteicsts of the smaller men, there 
may be some advantage in extending the scope of operation by the 
inclusion of dealings with persons ivith larger requnements We know 
that there is a danger of the inteiests of the small men being subordi- 
nated to those of the bigger men This difficulty can be overcome by 
fixing the maximum amount which can be advanced to the bigger men, 
and also, by fixing, with the Registrar’s sanction, the maximum limit 
up to which an advance can be made to any individual 

Some of the urban banka would like to be allowed to finance co-opera- 
tive societies of artisans constituted within the uiban areas covered bj'- 
them Such artisans’ societies are at jiresent usually financed by district 
central banks The argument in favour of the view that the urban bank 
should finance them is that it is more in contact with the artisans in its 
own area than the distiict bank with its staff engaged m supervising 
agricultiual societies can be We thinlc that the operations of the urban 
banks should be limited to the financing of their individual members, and 
that the finance of all primary societies, whether agricultural or non- 
agricultural, should be the concern of the district banks Unless the 
functions of these»two agencies are clearly demarcated, there is bkely 
to be confusion 
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credit'on savings can, tterefoie, hardly he apphed m their case, and their 
societies are hence more of the nature of loan than of thrift societies. 
The factory workers still continne to be very much in the hands of 
sowcais and flianoan traders and the only 'ser^’lce the societies render 
to them lies in securmg them funds for domestic expenses 

224 The depressed classes are to be found in towns, where they find 
Societies for work on monthly or dady wage, or in rural areas 
DEPRESSED CLASSES where they are often watandars cultivatmg their own 
small parcels of land, followmg their traditional vocation such as dealing 
m skms and hides, or workmg as field labourers Then financial condition 
IS generally very unsound, so that when they have to borrow, 
as they often have to do, they have to 'pay an exorbitant rate of interest- 
to their creditor, who is often a mmxvan or a Pathan In rural areas, 
members 'of the depressed classes are generally admitted as members of 
village credit societies and we do not think it is necessary to organise 
separate societies for these classes, except when the men are engaged 
m some mdnstry such as leatherwork or weaving, for which special arrange- 
ments m respect of finance are required Wien there are distinct groups 
of such workers, separate industrial societies may be started on the Imes 
of other artisans’ societies Ordinarily, such of them as have the neces- 
sary credit should be adrmtted mto the village credit societies and should 
be provided with finance hke the members of other communities Special 
societies may also be necessary in urban areas for persons belongmg to 
these classes who constitute distmct groups by reason of their being 
engaged m some particular trade or industry But 'the problems of 
organisation, management and finance m their case present serious difficul- 
ties, and the best course for them will be to seek admission to urban peoples 
banks, the doors of which are open to all classes of the community. 
"WTiere large numbers are engaged in the service of a public corporation, 
the pubhc body may be induced to start a co-operative society to winch 
these men should be freely admitted as members Such co-operative 
societies organised on the model of the salary-earners’ societies have 
been found to be of great benefit to these people, but to be successful, 
the societies must receive the sympathy and support of the pubhc body 
employing them It is only in such cases that the loans advanced by a 
co-operative society can be recovered with ease by deductions from 
their monthly salary When no such help is received from the institu- 
tion concerned, oi uhen societies are formed on a residential basis, 
arrears are apt to mcrease and the societies often fail This has been 
the experience m another but in a somewhat similar direction, 
of the nineteen debt redemption societies for depressed classes 
formed in Bombay sixteen years ago Most of these societies have had 

to be wound up The failure of the societies was mainly due to the 
illiteracy, ignorance and want of a sense of duty and honour on the part 
of the members Until character and business habit develop, it is 
necessary that the organisation of societies for' these classes m urbau 
areas should be confined to servants of public or private bodies which 
are wi l l m g to assist in recovenng the' loans by makmg deductions from 
the members’ salaries 
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226 An important featuie of tlie co-operative movement in 
this Province has been the development of sale 
organisations, especially the cotton sale socie- 
ties We discuss in Chapter VII the important 
questions affecting this organisation Here we shall deal only 
with the subject of finance by sale societies We think that, as a 
rule, a sale society should make no advances to its members except on 
the security of goods brought to it for sale For ordmary cultivation 
expenses, the member must look to the co-operative credit society for 
finance Even for the expenditme that may be necessary during the 
process of marketing, it is the credit society vhich should ordinaiily 
supply the necessary funds Theie would, however, be no objection to 
the sale society malnng an advance for this puriiose, provided this is 
done in consultation with the credit society It would also be to the 
benefit of all concerned, if some arrangement were made by vhicli the 
credit society would see that the produce of its members is sold through 
the sale societ}'', and the sale societ}’ should see that the sale 
proceeds of a member’s produce are first creditea to his account v ith 
the credit societi'^ in payment of any loan he may have taken from such 
society 


226 Land improvement societies undertake joint works of improve- 

ment, such <is the erection of dams across streams, 
MEOT^SooiETiE^°''^ fcncing of large areas of land belonging to 

different persons There are 24 such societies in 
the Piovmce vhich have been able to do very good work The fencing 
societies constructed, durmg the year 1928-29, tv enty-five miles of wall 
or wire-fencing, and the total area which has thereby been jirotected 
from the ravages of v ild ammals is 8,436 acres Such societies generally 
receive loans from Government for land improvement We think that 
the pohey of Government loans should be continued mitil land mortgage 
banks aie started which can take ovei the work of financing these 
societies 

There is however a great obstacle in the v ay of any development of 
this useful co-operative actiiaty Unless all the owners of land wluch are 
likely to benefit by an improvement of this character agree to combme, 
the whole scheme is held up The question has been raised as to whether, 
in the interests of agricultural development, such persons should not be 
compelled to join the society We think it is necessary to give pover 
under the law, to compel the minority to join such a scheme and to 
contribute tovards its expenditure and maintenance, but such steps 
' should be taken only when 75 per cent of the holders of land owning 
at least three-fourths of the land falhng within the land improvement 
scheme agree to combine and form the society 

227 We have pointed out in the earlier part of tlus Chapter that a 

little over 10 7 per cent of the agricultural popula- 

Prospects of j;jon of the Pronnee has now been brought witlun 

Co operative SoOIE ,1 , , T . i 1 T 

TIES the co-operative movement and that the advances 

repayable by members amount to neaily Es 311 
lakhs The amount actually advanced was about Rs 171 lakhs, 
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-fco wliich may' be added about balf a crore outstandmg on account 
of some intermediate credit allowed m previous years In 
Chapter V, the financial reqiurements of the agriculturists for their 
current needs have been estimated at about Ks 32| crores The 
co-operative movement, therefore, pro^^des about 7 per cent of the 
finance required for this purpose Though the movement started later 
in the urban areas, it has made good progress and banlong facilities 
are now available in many of these areas where they were not to be had 
before through oigamsed banks of the modern type However, both 
in the matter of rural and urban finance, the ground covered is 
comparatively small and there is much room for further progress We 
have pointed out in various sections the steps which are necessary for the 
further expansion of the movement We have suggested the formation 
of new societies m selected areas, the extension of the system of 
special hmits of loans for individual members of existing societies, the 
reduction of formalities the orgamsation of better supervision and the 
provision of arrangements for the training of members in co-operative 
prmciples We have also pointed out certam defects, the existence of 
which retards the progress of the movement The task before the co- 
operator is how to ehminate these defects and at the same time to educate 
the borrower mto a state of economic efficiency which will enable bun 
to take the utmost possible advantage of the new credit machinery 
The cultivator is accustomed to go to a man who is both a financier and 
a commission agent for the sale of his goods The co-operative banks, if 
a bttle elasticity in the woiking of their machinery is permitted, and if 
they open their branches in the talulas as suggested later, can perform 
several of the functions hitherto monopolised by the sotvcat Co-opera- 
tive societies have one thing in their favour as against the joint stock 
banlcs, that they not only tap local capital but utilise it in the local area 
Thus their working is not open to the objection which is often raised in 
connection with the operations of the Imperial Bank of India and 
joint stock banlcs that they deplete the local areas of their capital for 
the benefit of the larger urban centres 

With the spread of education, and under proper gmdance from a 
■framed and increased stafi, there is little reason why the movement should 
not advance at a growing pace There is no difiiculty about raismg funds , 
•the difficulty lies in seeing that the funds which the public have 
placed at the disposal of the movement are properly utilised and that 
nothmg IS done that wiU shake public confidence 

228 As pointed out at the commencement of this chapter, 
central banks liave been started, m various districts, 
capital and make it available for 
advances to affihated co-operative societies The 
pohcy of ha^ung a local bank for each district was mitiated m 1916 
Before that year the financing of co-operative societies all over the 
Presidency proper was mainly m the hands of the Bombay Central 
(now the Provmcial) Co-operative Bank It was, however, not before 
the year 1920 that the pohcy of entrusting to the local central 
bank aU responsibihty for :l^ance withm its area was systematically 
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followed Tlieie aie now m existence 19 cential banks, tbe financial 
position of wbicli on tbe 31st of Maicli 1929 is sboivn in the following 
table — 

Es 

Sliaie capital 29,05,674 

Reseive Fund 4,41,502 

Deposits - 2,18,42,352 

Working Capital 2,65,58,230 

Loans due fioni societies ' 1,67,60,831 

Eighteen of these banks have both societies and individuals as 
members, and there is one banlang and super%asmg umon composed of 
societies only The banks in the Piesideney propei aie all aflBhated to 
the Bombay Pro^^nclal Banlr with which they have regular busmess 
relations, wdiile foi the piovince of Smd, the Sind Central Banlr is the 
apex bank The Smd Central Banlc is itself connected with the 
Provincial Banlc in Bombay, hke central banks in the Presidency propci. 

The Lability of these banks is hmited and they raise funds by shares, 
loans and deposits and may arrange cash credits with the Provincial 
01 ]oint stock banics Loans are advanced only to societies Some- 
times, an exception is made, ivith the penmssion of the Registrar, and 
individual members of banks aic given advances agamst the deposit of 
goods, 01 overdrafts against then fixed deposits The banks mamtam a 
staff of inspectors whose duty it is to examine the statements of assets and 
normal credits, to watch over the use of loans and the progress m 
recoveries and to keep the banks in toucli ^Tlth the worlcmg of their 
affihated societies The efficiency of the staff varies from bank to 
bank, but though the standard of efficiency is rismg, there is much scope 
for further improvement m several banks Like the Provincial Bank, 
some central banks have also opened branches at iahila towns m them 
jurisdiction The number of such branches is 26 The total number 
of primary societies affihated to the banks was 3,824 and the amoimt 
outstanding at the end of the year 1928-29 was Rs 1 57,60,831 
Advances made during the year amounted to Rs 1,08 64,080 and 
recoveries to Es 1,21,88,197 The rates of interest vary from 4 to 7 
pel cent for deposits and from 7 to 81 per cent for advances Most of 
the banks have been able to secme adequate capital by mspirmg 
confidence among the investing pubhc Few of them, however, haA^e 
been able, latterly, to utdise fully, within their districts, all the funds 
raised by them 

229 The Bombay Provmcial Bank, Avhich is the apex bank for the 
Piovmce, was registered m 1911 imder a special 
PBovI^cIAI- agreement with the Government of Bombay As 

Co opFiuTi\ E Babk there Avere no central banks at the time m existence 
m the various districts, the area of the Bombay 
Central Bank extended all ovei the ProA^’mce After 1920 when the 
formation of district central banks became an mtegral feature of the 
financial pohcy of the ProAunce, such central banks were orgamsed for 
many of the districts, and m 1923, the name of the Bombay Central Bank 
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was changed mto the Bombay Provmcial Banlc It performs the role 
of an apex bank for areas where district banka are in charge of the 
financing of societies, and for other areas contmues to have dealmgs 
with primary societies mostly through its branches There iS; 
however, no overlapping or competition between the two financmg 
agencies in any one area 

The membership of the Piovincial Bank is open both to individuals 
and co-operative societies, includmg central banks Its membershif 
at the end of 1928-29 consisted of 738 individuals and 1,375 co-operatm 
societies The profits of the bank after the payment of a dividend oi 
SIX per cent to the shareholders are to be shared equally betw eeu 
the members and the borrowmg societies This arrangement tends tc 
reduce the rate of mterest on loans whenever excess profits are earned 

The foUowmg table shows the financial position of the Provincial 


Bank 

as on 31st March 1929 — 


Es 

1 

Shake Capital 


12,74,350' 

2 

Eeserve and other Bunds 


5,64,054 

3 

Deposits — 

Es 

- 

- 

Individuals 

Societies and Banks 

63,78,057 

91,74,564 

1,45,52,621 

4 

Working Capital 


1,84,46,486 


Under its agreement with the Secrets xy of State fox India m Council 
the Bank is authorised to issue debentures up to a maximum amouni 
of Es 20 lakhs promded that the amount of issued debentures at nc 
time exceeds thrice the paid up share capital The rate of interest u 
4 -per cent , payable half-yearly, and this is guaranteed by the 
Secretary of State until the debentures are redeemed The maximun 
period of redemption is 42 years and the minimum 28 years A sinlon^ 
fund IS created before the profits are arrived at, the contributioi 
' varying from 1 to 2 per cent of the amount of debentures outstanding 
The total amount of debentures subscribed was Es 7,80,000 on 31st Marcl 
1929 The fourth senes of 500 debentm-es specifically earmarked for th< 
purpose of makmg advances to co-operative land mortgage mstitutioru 
has been issued very recently, and out of tins senes, Government hav< 
taken up Es 2 lakhs worth of debentures at 12 per cent discount anc 
have fuither agreed to take up the remaining 3 lakhs, at rates to b( 
settled when money is actually paid Another interesting feature of th< 
Bank’s workmg, as mentioned in Chapter VI, is that it acts as tk 
agent of Government m distributmg advances to co-operative societiCi 
and their members under the Land Improvement Loans Act The tota 
amount of such advances stood at Es 4 83 lakhs at the close of tk 
year l‘928-29 

The Bank deals both with primary societies and central banks Th' 
number of primary societies financed is 1200 and all except 127 of thes^ 
societies transact their busmess with the bank through its branches Th- 
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outstanding loans amounted to Ks 66 lakhs out of -winch 66 lakhs 
represented outstandings -with primary societies Only Rs 3 69 laldis 
out of this amount were advanced by way of long-term loans 

230 The Provincial Banlc has no poweia of control or shpervision 
over the central banlcs except what it may exercise 
Relations oi the as a condition attached to the giant of finance 
€ENTnAL^'BANKs"^^° practical purposes the control or super- 

■vision exercised at present may he taken as 

non-existent 


The Provincial Bank serves as a true apex banlc for the inland exchange 
busmess of all co-operative institutions, includmg central banks in 
the Province It also gives to central banks, as it does to other 
co-operative institutions and the Department, expert bankmg ad-vice, 
whenevei asked for It serves as the connecting link between the 
co-operative movement and the general bankmg world 

The Provincial Bank with its efficient staff has been a potent factor 
in the development of the movement on sound lines, especially m the 
tracts where it finances societies direct It has also been helpful to distiict 
central banks in offering advice and guidance, whenevei these are 
asked foi, but opportunities in this direction have considerably 
diminished in lecent ycaia owing to the fact that most of the district 
banka have become mdependent of the Provincial Bank in the matter of 
finance and avail themselves of it chiefly f oi depositing their surplus funds 
The Registrar m his last annual report, has pointed out the danger 
which the policy of isolation followed by the district cential banks entails 
AVe agiee with him in thmlang that there should be much more co- 
oidination between the Provincial Banlc and the cential banks and for 
this reason we suggest m paragraph 233 the formation of a committee 
under the aegis of the Piovmcial Bank 

231 As regards the areas in which the societies aie directly financed 
by the Provincial Bank, the ultimate policy should 
Rkovincial^BamJ”^ evolve a banking union out of every one of its 

present branches and for the Bank itself to serv’^e as 
an apex bank for the Province The Provincial Baidc should have 
considerable powers of control ovei the bankmg unions, particularly in 
connection with the selection of staff and the determination of 
the general financial policy A beginning may be made by changiiig the 
constitution of branch advisory committees so as to convert the advisoiy 
committees into local boards of directors empowering them to 
advance loans up to a fixed maximum amount for a single society 
A separate book reserve may also be created for the area The next 
step will be the conversion of the branches into banlang unions 
This may be made dependent upon two conditions, first, that the umon, 
with the assistance of the Provmoial Bank, should be in a position to 
give the same facihties to the constituent societies as are obtained by 
them at present, and secondly, that two -thuds of the societies in the area 
should agree to the conversion 
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We tliinlc tliat the husmess of the central banks wall develop satis- 
factorily if they follow the good example set by the Provincial Bank and 
start branches in the different taluLas As mentioned above some banks 
have already embarked on this pohcy and the results of the working 
of their branches are as encouraging as the experience of the Provmcial 
Bank in this respect The opemng of branches enables the banks not 
only to come m more direct touch with the societies, but also to meet 
their needs adequately and promptty and arrange for proper inspection 
A branch can become, as many of the blanches of the Provincial Bank 
have-already become, the co-ordinating agency for various co-operative 
activities in the taluka, educational and economic The central banks 
are the pivots of the movement on its financial side m the district, and 
hence the development of the societies m their charge depends upon 
the way in which they discharge their duty by responding to the finan- 
cial needs of these societies It is, v e hold, incumbent on every central 
financmg agency to make a systematic study of the financial requirements 
of members of their affiliated societies, to gauge their reqmrements for 
agricultural and other necessarj'^ purposes and to evolve a policy of 
finance suited to the vaiying demands of difierent tracts served by them 
In the task of evoivmg such a pohcy, the assistance of trained agricultural 
or economic experts will be mvaluable, but the ultimate responsibility 
will rest with the financmg agency itself The value of a central bank’s 
service inthis respect will depend largely on the efficiency of its mspectmg 
stafi, and hence the traming and proper selection of inspectors are, m our 
opmion, as important as the method of recruitment and qualifications of 
the office stafi 

232 A proposal was placed before us in Smd for the centrahsatioii of 
all co-operative finance in one institution either for 
Centmwsa t 10 n whole Provmce mcludmg Smd, or, if that were 
Basking feasible, in two institutions — one for the 

Presidency proper and another for Smd Briefly, 
the proposal is that there should be one Central Bank for the whole 
- Provmce with branches in the various districts, and, wherever necessary, 
m talukas The present district banks and their branches should be 
merged into branches of the proposed Central Bank Such centralisation 
at present exists m the case of land mortgage credit m this Province, 
and we have, m Chapter VI, recommended that it should so continue, but 
that the centrahsed institution should be different for this purpose from 
the present Provmcial Co-operative Bank 
The advantages claimed for the centrahsation of co-operative finance 
are that the credit of the central mstitution bemg appreciably higher, it 
will be able to raise capital at a cheaper rate than separate district 
institutions and that it will be able to maintam a better stafi and exercise 
a stricter control It has been argued that such an institution will be 
able to mtroduce new developments winch it is not possible to embark 
/ upon m the present circumstances Although there is much force m 
these arguments, we do not favour the proposal Except m a few areas,, 
district banlcs have already been orgamsed and have, m many cases, 
been domg good work for several years past They have, m most cases. 
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TDeeii able to raise sufficient local capital to meet tbeir needs It will, in 
•our opinion, be undesirable to convert these independent institutions 
into branches, and to turn their boards of directors mto advisory 
committees We do not think that the advisory committees will show 
the same interest in the worlang of the branches of the proposed 
amalgamated bank as the present boards arc doing in the case of their 
own banks with great advantage to the general public, and we fear that 
if centralisation is carried mto effect as suggested, the whole orgamsation 
will come to be governed too much from the centre, and will depend 
for its proper working mamly on a paid staff * 

233 It is, however, necessary that noth their increasing business and 
the extension of the field of their activity in difterent 

Co ORDINATION OF diTections central banks should be m touch with one 
Central Banks another, should have a unified policy and should 

co-ordmate their work The Provincial Bank is, as 
the apex bank for the Province, admirably suited to take the imtiative 
in this work of co-ordmation We suggest that under the aegis of this 
Bank, a small committee containmg a rejiresentative of the Co-operative 
Department, one of the Provmcial Bank, three of central banks and 
one of urban banks should be apjiomted The ccfmmittee should 
look into all important matters, particularly the training of staff, their 
adequacy and efficiency, the borrovrmg and lendmg rates of the banks, 
mutual arrangements regarding exchange busmess, maintenance of 
fl.uid resources, inspection of central banlcs and divisional federations of 
urban banks and similar matters of common interest It should be m a 
-position to give expert banlong advice to the various banks and see that 
it IS followed 

In this connection, we should like to emphasize that the success of all 
banking orgamsations rvithm the co-operative movement, the urban, 
central and provmcial banlcs, depends mainly on the efficiency of the 
staff and its thorough groundmg m the principles and practice of 
bankmg, general and co-opeiative Though tlus is a trmsm, it has to be 
emphasized because co-operative banks, unbke joint stock banlis, do not 
always enjoy the advantage of having them operations giuded by duectors 
possessing Imowledge of the world of busmess and conversant wuth the 
intricacies of banlang procedure There has been recently, among central 
and urban banlcs, a welcome tendency to engage framed or qualified 
persons for responsible duties It wiU be one of the earhest tasks of the 
proposed committee to prescribe the mmimum qualifications foi the 
office and field staff as well as to arrange for regular courses of framing 
in consultation ivith the Provincial Co-operative Institute 'Whether 
separate provincial or divisional cadres are reqiiued for the staff of 
central or urban banks is also a matter to which the committee may 
well devote its attention 

* Mt J N E Mehta is m favour of centralisation and of the organisation of branches 
of a central apex bank in the districts, in the place of independent district hanks In 
his opinion, such a centralised institution vill he able to raise funds more* cheaply, and 
finance societies, both credit and non credit, more fully than district banks can do 
Another great advantage, according to him, -would be the possibility of securmg a more 
.^^efiioient office and mspectorial staff 
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234: We do not tlunlc tliat it is eitlier necessary oi desirable for tbe 
banlcs to co-operate for tlie purposes of borrowing or 
„ lending on a provincial scale Most of the central 

'OENTEAii Banks foe banks have shown their capacity to raise locally 
Boebo-wtng oe all the money that they re(iiiire at moderate rates 
Lending q£ interest They have gamed the confidence of 

the pubhc to such an extent that they get more money than they can use 
immediately- within the movement itself We have also heard no 
complamt that these banlcs have been competmg with one another 
In these circumstances, we think that the best policy is to leave each 
bpnkfree to raise its funds locally m the way it thinks fit, sub]ect to such 
restrictions as may be imposed by the jiroposed committee It is true 
that in respect of land mortgage credit, we have recommended the issue 
of debentures only by one central authority, but the analogy does not 
hold good in the case of short-term credit In the case of land mortgage 
banlcs, the long-term capital required is large in amount and the field for 
raismg such capital is hmited It is, therefore, necessary to raise it 
'through an agency in the prmcipal money market, if favourable teims 
axe to be obtamed Short term capital can be raised locally, and this, 
as experience showp, the district central banlos are quite capable of 
domg for themselves 

236 As in other countnes, the co-operative movement here has 
received certam concessions from Government 
State Aid There are various reasons why such concessions are 
necessary The movement caters to the needs of a 
, very important section of the community which, but for the help rendered 
by it, would remam outside the scope of modern economic orgamsation 
'Without some concessions however, the movement will find it impossible 
to compete against interests which have been in the field for very many 
years before co-operation was mtroduced in this Province The 
constituents of this movement are generally persons of small means 
and the idea of profit-makmg, as such, is eschewed An attempt is made 
to render service on terms which ]ust enable the co-operative society to 
meet expenses, includmg a limited remuneration on capital 
In the course of then evidence, various suggestions were made by 
several witnesses for the grant of a certain number of concessions m 
addition to those at present enjoyed by the co-operative societies and 
banks We examine below some of the more important among those 
proposals seriatun, puttmg forward our own views and recommendations 


At present, co-operative societies enjoy exemption from payment 
of income-tax on then profit It has been urged 
(1) Exe m p t 1 o n that the grounds on which exemption from mcome- 
xeomSufeetax tax is allowed hold good m the case of super-tax 
also, because super-tax is defined as an additional 


duty of income-tax The Bombay Co-operative Societies’ Act provides 
for the grant of exemption from payment of super-tax by the issue of 
a notification by the Government of India, and as the origmal notification 
under the Government of India Act II of 1912, relatmg to mcome tax, 
was issued when super-tax \yas not contemplated, we recommend that a 
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fresli ^notification be issued as pro\oded for by the jirov incial law. 
Tbeie seems to us to be no valid ground for recovering super-tax from 
co-operative societies 

The grounds mentioned in support of exemption from super-tax hold 
good also in the case of exemption ' from income- 
(2) Exempt I os securities Co-operative banks can deposit 

FKOM Iscom PAX oi. or invest their surjilus only in certain securities or 
Seoeeitifs bants It has been represented to us that while 

such banks arc c.illed upon to deposit a certam 
proportion of their funds m Government scouritics for the purpose of 
fluid resource, it is unfair that such investments should be taxed at the 
source and tieated as if the interest earned was income derived from 
business that lav outside the legitimate opeiations of co-operative banks 
We see the force of this contention, and as the giant of this concession 
IS also provided for by the Bombay Co-operative Societies’ Act we 
suggest that a rci ised notification allowing the concession be issued by 
the Government of India 


The suggestion has been made that at selected centres where tlicie are 
no branches of the Imperial Bank of India, the w ork 
(1) i^lAXAGi MFNT 01 gf maiiagiiig sub-tieasunes may be entrusted to the 
Sub TREiscEiFs blanches of the PiOMiicial Co-opei'iti\c Bank or 
well-managed district central co-operative banks This, it has been 
argued, will be an advantage both to Govcnimcnt and the community 
and will enhance the status of the co-operative banks Though there is 
nothing inherently wrong in this proposal, we would desire co-operative 
banks to develop their own arrangements for agricultural finance and 
raise the eflicienc)' of their ow’n credit organization before assuming 
heavy responsibihties in a field of activity which will not be directly 
helpful m bringing them into close touch with thou real customers 

The proposal has been made that the demand drafts of co-operative 
banks or of their branches on the apex bank in 
Bombay should, wuthin limits, be honoured by local 
sub-treasuries At present, payment is made by sub- 
treasuries against drafts received from Bombay The underlying object 
of the proposed arrangement is to reduce delays in the receipt of funds 
We approve of the proposal, subject to ariangements to be settled m 
advance, laying do^vn terms on 'W'hich this business would be done, 
and the safeguards to be prescribed If this airangenient works 
satisfactorily and tahila trcasuiies do not experience any difficulties, a 
further extension of the proposal is possible m future This may take 
the shape of discounting, on easy tenns short-dated bills of co-oiierative , 
banks, provided the advances axe of a self-lirjuidating nature, and 
made on the security of agiicultural produce pledged to such banks 

It has also been suggested that the Provmcial Bank or w'ell-managed 

(■)) *\GE^cy OF Gen- distiict central or urban banks should be appointed. 
TEAL Bankieg Iesti- Under proper safeguards, > as agents of the Imperial 
Bank of India or the proposed Eeserve Bank in 
centres where the Imperial or Eeserve Bank cannot open its branches 
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or agencies We have, in Chapter XIII, recommended the grant of 
agencies to mdigenous bankers on certam terms If such a scheme is 
brought into operation, other things hemg equal, we would give 
prefeience to approved co-operative hanks 

Until recently Government used to refund to co-operative societies 
three-fourths of the commission on postal money 

(6) Money Oedeb orders when these were employed for reimttances 
Commission between societies This was a valuable and a 

necessary concession, used chiefly for the benefit of 
village societies which could ill afford to pay the heavy money order 
charge for remittances of small amounts to their financmg agencies 
The charge of one pei cent at the time of giving a loan or on its repay- 
ment would either seriously affect the society’s mcome, or would render 
necessary an mcrease in the rate of mterest on loans to members It was 
for this reason that the Royal Commission on Agriculture recommended 
the extension, to other provmces, of the concession which was given 
m some provmces, mcludmg ours The concession has now been 
withdrawn m this Province, for reasons of which we are not aware We 
recommend that, m the mterests of the village primary societies, it should 
be restored at an early date 

236 Co-operative banks and local shroffs give mutual facihties for 
exchange biismess When there is no bank nearby, 

REEiTioNs' WITH co-operativc societies deposit their surplus funds 
iiorwiEs ^ oTHEE mdigenous bankers with the previous 

approval of the Registrar The relations between 
co-operative and other banks in this Provmce may be said to be friendly 
There is no competition m lending busmess and the borrowmg rates are 
more or less the same, except in the case of the Imperial Bank, which 
usually offers a lower rate m the districts The classes of business and 
of customers of co-operative and other banks aie different Theie is, 
therefore, not much competition between them 

As regards the busmess relations between the Imperial Bank of India 
and co-operative banka, we find that there is room for improvement 
We have referred, m the previous chapter, to the alleged competition 
between the two as regards remittance busmess This busmess is valued 
by co-operative banlcs, not so much for the profit which it brmgs — for this 
IS small — ^but because it enables them to develop deposit bankmg, open 
current accounts and allow operations on them by means of cheques It 
further brings them mto contact with the local mdigenous bankers who 
generally appreciate the service rendered by co-operative banka m 
facihtatmg the transfer of funds on cheap terms We would desue this 
pomt of view to be borne m mmd, should the Imperial Bank of India be 
mchned to treat co-operative banka as rivals m this sphere of busmess 
It was brought to our notice that the Provincial Bank, for the last twelve 
years, had a cash credit of Rs 8 lakhs from the Imperial Bank, which was 
not bemg made much use of but which served as an ultimate fluid 
resource This was curtailed some two years ago and has now been 
stopped altogether, on the ground that under the Provmcial Bank’s 

MO y 6 — 12 
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deboiituie tiust deed, tlie trustees have a floating chai go on all the general 
assets of the Banlc The Eoyal Commission on Agriculture, hor\ over, held 
the view — and we agree with them — that a simple floating charge on the 
assets, enacted in favour of the debenture holders does not in the absence 
of special conditions, prevent these assets from bomg pledged as cover for 
loans from, oi overdrafts with the Imperial Bank of India It is 
necessary for the progress of the co-oporativo movement that the Provin- 
cial Banlc, as the apex bank of the whole movement, should have a 
substantial cash credit from the Imperial Bank and w e, therefore, suggest 
that the authoiities of the Imperial Bank should bo leqiiested to 
reconsider their objections in the light of oui obscivations 
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CHAPTER XII, 

Legislation and Legal Peooedure 

237 It was once said by a Judge m England that tbe Cbancery 
mends no man’s bargams Tbe trutb of tbe 
The Dekkhan Agei- statement is clearly illustrated in tbe workmg of tbe 
ctltgeists Relief Agriculturists’ Eebef Act under wbicb 

although Courts are empowered to go behind -written 
agieements they find it difficult to mend them to tbe satisfaction of both 
the parties and to modify it in tbe light of such evidence as may be 
adduced before them The Act -was passed in 1879 as a result of tbe 
agrarian riots in tbe Deccan, m which several village money-lenders were 
assaulted and forced to surrender to tbe rioters tbe bonds and other 
securities held by them Tbe prmcipal cause of the riots was the burden 
of mdebtedness and tbe oppressive and harsh methods adopted by 
creditors m the execution of decrees The object of the Act, as stated 
in the preamble, was to relieve the agricultural classes m certain parts of 
the Deccan from mdebtedness It also aimed at preventing the transfer 
of land from the cultivating to the money-lendmg classes and to place 
the relations between the two on a better footmg 

The Act lays down that in smts against agriculturists, the Court should 
investigate the entire history" of the transactions between the parties and 
make out an account of money actually due The Court can reduce the 
interest which appears to it unreasonable and grant instalments for 
repayment of the amount due The debtor’s land, unless it has been 
specifically pledged as security, cannot be sold, nor can he be arrested in 
execution of the Court’s decree Every written obhgation for the 
payment of money is to be registered before village registrars and arrange- 
ments are made for the settlmg of disputes by concihators as far 
as possible There are provisions in the Act under which an 
agriculturist o'sving more than Rs 50 can be declared an insolvent 
Creditois are required to pass receipts for all payments made by an 
agriculturist, and to give, on demand, a statement of account every year 
Smce the year 1907 when the Act was amended, the Courts have the 
power to go behmd the bond and determine the real nature of the 
transactions, iriespective of the provisions of the Indian Evidence Act 
The Act thus attempts to safeguard the position of the agriculturist 
against frauds by money-lenders It was first made apphcable only to 
the four districts of the Deccan, but many of its sections, except the 
provisions for insolvency, have now been extended to the whole of^the 
Provmce 

The prmciples and working of the Act have been several times 
mquired into by commissions and committees The Famme Commission 
of 1901 held that the Act had done little good The Arthur Commission 
of 1912 went further and found that it had made both the creditor and the 
debtor dishonest and had engendered distrust on both the sides 
It observed “ The honest sowcar and the honest cultivator suffer ahke, 
smce m their dealings with one another they have to allow foi the 
judgment of a court which wiU presume dishonesty on both sides ” 

MO X 6 — 12o 
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238 The evidence before us was almost unanimous in holdmg that 

the provisions of the Act were being evaded, that 
^^WoEKiNG 03 ? THE agricultuTist had lost his credit, and that the 
honest money-lenders were forced to withdraw 
from doing money-lending business in rural areas When the Act was 
hrst passed, the money-lenders ivere taken unawares In their 
transactions with the agriculturists they had not baigamed for the extra- 
ordinary provisions of the Act, and for the time being, they suffered loss 
which fell more heavily on those whose deahngs were generally eqmtable 
and fair Seeing that the worlong of the Act put a premium on 
dishonesty, the less scrupulous amongst them found means to cucum- 
vent its provisions As the Court Went mto the past history of each 
transaction and often reduced the amount and the mterest mentioned m 
the bond and allowed instalments for repayment, they took from the 
debtors bonds for much higher amounts than were actually advanced 
They refused to give loans merely on personal secmity, and as the usual , 
practice of the court was to grant instalments m smts and the money 
could not be realised by foreclosure, the}’’ began to insist on the debtor 
passing a sale deed, the oral agreement being that the land was to be 
returned when the debt was repaid 

Some of the pro-visions of the Act have remained moperative 
No agriculturist has taken advantage of the insolvency proA’isions, and the 
sections requiring creditors to give receipts and extracts of accounts have 
been disregarded by them The money-lender does not usually give 
such receipts or extracts, nor is a demand generally made for them by 
the agriculturist It is useless to expect the agnoultuiist to complam 
against a man on whose goodvoll he has to depend 

A glaring drawback in the Act is the definition of the term 
“ agriculturist ” Under the defimtion as it stands at present, many 
persons for whom the Act could not have been mtended aie takmg 
advantage of the protection afforded by it Thus, wealthy landlords, 
money-lenders, traders and professional men who derive more mcome 
from agriculture than from other business have been claiming protection 
and prmleges as agriculturists 

The result of aU these provisions is a considerable dimmution in 
the credit of the agriculturist and a general feehng of uncertamty which 
prevails amongst all classes For example, it is at present risk}’’ to 
purchase land from an agricultimst even in good faith, for he may at any 
time plead that the transaction was really a mortgage, and claim the 
redemption of the mortgage any time withm sixty years from the date 
of the transaction 

239 That the Act has produced o’!?!! eftects almost everywhere is 

admitted by most if not by all, but there is a great 
ABOUT THE (jifl;ereiice of opmion as to how it should be dealt 
With to counteract them Some suggest the entue 
repeal of the Act without any fresh enactment to take its place , some 
its retention with modification, while others hold that the Act should 
be repealed, and a new law, contaimng such of the provisions of 
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th.e present Act as liave been found useful, should be enacted, and 
that, at the same time, the Usurious Loans Act should be more widely 
used 

This divergence of view s is noticeable not only amongst those who gave 
evidence before us, but also amongst others whom we consulted on the 
subject We had the benefit of receiving the opimons of the Honourable 
Judges of the High Court, as also of the Judicial Commissioner in Smd 
The High Court also kmdly obtained for us the opimons of the District 
Judges in the Provmce Their Lordships, with one exception, are of 
opimon that the best course would be to repeal the Dekkhan Agriculturists’ 
Rehef Act immediately as to certam provisions, and after three years, m 
regard to the remaimng The Judicial Commissioner in Smd is also m 
favour of the repeal of the Act The dissentmg Judge of the High Court, 
while agreeing that the present law should be repealed, tlunks that the 
essential prolusions of the present Act should be embodied m simpler 
language in another enactment and that this new law should be made 
umformly apphcable to the whole of the Presidency The opimons of 
the District J^udges also differ on this subject Some are for entire 
repeal, but a majorify would either retam the Act with certam 
modifications, or, if it is to be repealed, would hke to have another Act 
to replace it, contammg a few provisions to safeguard the interests of the 
agriculturists 

It can hardly be demed that the Dekkhan Agriculturists’ Rehef Act 
has failed m its avowed object, and that it has made the relations between 
the creditors and the debtors worse than they weie before The question 
now IS whethei the Act should be repealed altogether, as suggested by 
some, or retamed with certam modifications as suggested by others 
It must be remembered that, as a result of this Act, certam contractual 
relations have come mto bemg between the creditors and the debtors, 
and transactions have been entered mto under the behef that the Act 
would remain m operation It would, therefore, be midesirable to 
lepeal the Act unless another suitable enactment takes its place 
We, therefore, recommend that the Act should be repealed and a new Act 
embodying the piinciples which we mention m the subsequent paragraphs 
should passed 

It IS true that the present Act ivas designed to meet conditions which 
have, in the course of the last two generations, been considerably 
modified and that the cultivators have become more mtelhgent but 
the fact remams that there is still a great deal of ignorance and illiteracy 
among the great mass of cultivators, and for them a certam amoimt of 
piotection IS still necessary It has been said that the Usurious Loans 
Act can adequately replace the Dekkhan Agriculturists’ Relief Act, 
but, as we pomt out below, it does not go far enough to give sufficient 
protection to the particular class m question The Arthur Commission 
also came to the conclusion that “ that there is so much that ismoperative 
and so much that requires remodellmg that the best course is to repeal 
the Act and substitute therefor a short Act applicable to the whole 
Presidency which would embody such portions of the Act as experience 
has shown to be useful ” 
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2i0 Tlie new enactment sliould apply only to small and genume 
agriculturists Wc do not tlunlc that the bigger 
^ agriculturists need any more protection than the 
trader, the merchant, and other classes, masmuch 
as they should normally be able to hold their own against the money- 
lenders The defimtion of the term “ agriculturist ” wiU have, therefore, 
to be substantially modified We do not attempt ourselves to suggest 
a new defimtion, but we recommend that the benefit of the Act should 
be confined to those who actuall}'- engage personally m agriculture and 
whose mcome is below a certam specified figure which shotild not be high 
As complamts are often made that a person claims the status of an 
agiicultuiist not only at the time a suit against him is filed but also 
subsequently at the tunc of the execution of the dcciee, we thinlc that 
the status of the person at the time of the loan transaction and not at 
the tune of the suit or execution of the decree should be taken mto 
consideration 

The investigation of past transactions must be icndered possible by 
reqmnng money-lenders to keep proper accounts This would be 
possible if an Act for the regulation of money-lenders’ accounts Act is 
passedT, as wo suggest below’ Under the present system money-lenders 
are imder no obligation to keep accounts and, m the absence of such 
accounts. Courts have often to depend on oral evidence and mere 
guess work regarding past transactions 
Pronsion should be made, as at present, for aUowmg instalments 
m repayment of the amount decreed Creditors naturally object to 
the giant of instalments, but if this facility is removed, the agric^turist 
will be unable to pay his dues m one lump sum, and will either have 
to borrow from some other source at a high rate of mterest, or lose his 
land The real objection is not to the grant of instalments but to their 
number, w’hich is sometimes large, and to the rate of mterest allowed 
If the number of mstalments is reasonable and the rate allowed not 
below what is prevalent in the locality, the creditor will not sufiei and 
the agricultuiist will have the facility of lepaymg by mstalment Under 
the Civil Procedure Code, Order XX, Rule 11, Courts have, even now, 
the power to grant mstalments m money suits It is necessary, -Ijow’ever, 
that this provision should be extended to mortgage and other suits 
as well 

The agriculturist is now’, under Section 21 of the Act, exempt from 
bemg arrested for debt The objection to the ariest is mainly 
sentimental, but ive thmlv that so long as there are other methods of 
recovery, the exemption should contmue 
As regards the appomtment of village munsiffs and concihators, 
we understand the question of the grant of judicial power to 
village pancJiayats is under the consideration of Government If such 
powers are given to pancliayats, the work of decidmg smts under 
Chapter V of the present Act may be entrusted to these bodies 
These are the mam piovisions we would like to see embodied m the 
new enactment Some people aie of opmion that it should also contam 
some such provision as is contamed m section 10-A of the Act w’hich 
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allows tlie CoTort to determine the real nature of a transaction and to 
admit evidence of any real agreement for the purpose We do not concur 
in this view, because it has been stated before us that its provisions 
have encouraged the giving of false oral testimony and made it dif&cult 
foi the 3 udges to come to a right decision In any case it seems necessary 
to restrict the time withm which the vahdity of a sale can be challenged 

241 Under this Act, when the Court finds that in a suit the mterest 

The Usdbious IS excessive, or the transaction as between the parties 
Loans Act IS substantially unfair, it can reopen the old transac- 

tion, mqiure into the equity of the terms and reduce the rate of interest 
if excessive, and set aside, either wholly or in part, any agreement made 
in respect of any loan The amendment to the Act in 1926 enables 
the debtor to take the nutiative and ask for redemption of any security 
given m respect of any loan 

One important feature of this Act, which distmgmshes it from the 
Dekkhan Agriculturists’ Belief Act, is that it is apphcable to all persons, 
whether agriculturists or non-agriculturiats We, however, found that 
except m a few urban areas, the Act was not bemg availed of m the 
Province One reason for this is the comparative novelty of the Act, 
of the existence of which most people, mcludmg some pleaders, are still 
unaware The mam reason, however, for the failure to utihse this Act 
hes m the fact that better relief can be obtamed by the agriculturist 
under the Dekkhan Agriculturists’ Relief Act 

As mentioned above, there aie some people who hold that the Usurious 
Loans Act gives sufficient protection to all mcludmg the agriculturists, 
and that therefore, the Dekkhan Agriculturists’ Relief Act can now be 
repealed There are, however, two provisions of the Usurious Loans 
Act that may militate against the Act givmg the necessary protection 
The first is that under section 3 two conditions have to be fulfilled before 
the pronsions of the Act can be applied, viz , (1) that the interest 
must be excessive and (2) that the transaction must on the face of it be 
substantially unfair The Court can scrutmise the transaction and 
relieve the debtors of excessive mterest only in cases where it has 
reason to beheve that the mteiest is excessive It does not apply 
to cases where there is practical failure of consideration A creditor 
can, besides, easily find means to evade the provisions of the 
Act by fixmg a nominally low rate of interest, eg ,hy mentionmg in the 
document a larger amount than what is actually paid and reducing the 
rate of mterest thereon so as to show that a reasonably low rate is charged 
The Court will then find itself powerless to grant any rehef unless the 
agriculturist is able to show that owmg to the non-payment of the full 
consideration, the rate of mterest works out very much higher 

The other provision that comes m the way of a Court exammmg the 
dealmgs from the very commencement is that under the Usurious Loans 
Act no transaction can be reopened if it has stood for more than twelve 
years Cases may arise, e g , where a previous mortgage bond was 
executed more than twelve years before the mortage bond sued on, and 
injustice to the agriculturist may result from this restriction Thus 
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while the Usurious Loans Act is very useful and should be utilised more 
than IS being done at piesentj it has its hnutations and cannot, as 
suggested by some, entirely replace the Uelclchan Agriculturists’ 
Relief Act 


242 One of the iinporlant questions raised before us was as 
, to the desirabilit}’- of licensing money-lenders 
MoNEY-LrsDFus cT scvcial comitiies, Acts have been passed for 

controlhng the operations of money-lenders by requiring them to get 
hcensed, and compelbng them to Iceeji proper accoimte and supply 
copies theieof to their clients 

The Enghsh hloney-lcndcrs’ Act requires evei}’' money-lender to take 
out a license every year No mone 3 ^-lcnder is alioved to carry on 
busmess vithout such a license, and if he docs so, he is bable to a fine 


of £100, and a similar fine and impiisonmcnt in addition for a second 
or a subsequent oftcnce The license is granted onl}' on production 
of a certificate from a iietly sessional Court which has to satisfy itself 
that the applicant is of good chaiactei and a fit and proper jierson to 
hold the certificate If an oftcnce is committed by a monej'-Iender, 
the certificate can be suspended or cancelled This also lea^ to tlie 
suspension or cancellation of the excise hcense The money-lender is 
liable to punishment if he falsely states in any advertisement that he 
IS carrying on banlang busmess He must not induce any person to 
approach him for loans No monev-lender s contract is enforceable 
imlcss it IS signed peisonallv by the borrower and a cop}’ thereof 
is delivered to him u ithin seven days from the malang of the contract 
Payments of compound interest or an increase m the rate of interest 
on account of default in repayment are illegal The money-lender is 
bound to supply to the borrou cr, on pa}Tiient of one slulling, a statement 
signed by him or his agent, gmng particulars about the date on which 
the loan ivas made, the amount of the principal, the rate of interest, 
the amount rejiaid and the amount outstandmg He must supjily, on 
payment of reasonable fees, copies of the documents refening to loans If 
the copies are not supphed, the money-lender is piecluded from suing 
for the recovery of any sum due under the contract durmg the time such 
default continues 


It IS also laid down that smts for the lecoicry of money lent by the 
money-lender must be brought before a Court not inferior to a County 
Court The Act empowers the Court to reopen the money-lender’s 
transactions when it tlunks that the charge for interest and expenses 
are excessive and the transaction is harsh and imconscionable If the 


rate of interest charged exceeds 48 per cent per annum, the Coiut is 
bound, unless the contiaiy is proved, to presume that the charge is 
excessive and the transaction is harsh and unconscionable , but the 
Court may come to the same conclusion even in cases where the rate 
IS lower In such cases, it can relieve the borrow’er from pajunent of 
any sum m excess of what it adjudges to be fauly due and if the 
excess has been paid, it can order it to be repaid to the borrower The 
Act also provides that W’-hen the money-lendei or his agent fraudulently 
induces any person to boirow money and to agioe to the teims on which 
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it IB borrowed, be is bable to imprisonment for a term not exceeding two 
years or a fine ' 

It will thus be seen that, under tbe Engbsb Act, not only is tbe rate of 
mterest controlled, but tbe money-lender is compelled to keep proper 
accounts and give extracts tberefrom to tbe borrower Tbe latter 
question we discuss below Tbe mam question that we have to 
consider bere is about tbe feasibility of licensmg money-lenders 
In regard to tbis subject, tbe witnesses wbo appeared before us 
were divided m opmion There were some wbo beld that if tbe 
money-lenders were licensed they would be better controlled and that 
some of tbe bardsbips wbicb tbe borrowers bave at present to sufier, 
would then disappear Others includmg some persons wbo were, on tbe 
whole, not favourably incbned towards money-lenders, thought that even 
if licensmg were desirable, it would not be practicable In this country, 
we Lave to deal ivitb an illiterate class of borrowers wbo carmot afford to 
lose tbe goodvuU of tbe creditors on whom they are dependent In 
one sense, tbe weaker tbe borrower, tbe greater tbe protection be needs, 
but it IS bttle use passmg legislation which on account of tbe strong 
position of tbe money-lender can be easily evaded As tbe experience 
of tbe working of tbe Dekkban Agriculturists’ Rebef Act shows, tbe 
more restraints are placed on tbe money-lender, tbe worse becomes tbe 
position of tbe borrower It would also be difdcult to make provision 
for tbe inclusion of a large class of people wbo, though not money-lenders 
themselves, lend their surplus money occasionally to others We, 
therefore, do not support tbe proposal for licensing money-lenders and 
we t hink that tbe present state of tbmgs can be considerably improved if 
tbe proposals that we make below for tbe regulation of tbe money- 
lenders’ accounts are accepted 

243 Under sections 64 to 67 of tbe Dekkban Agriculturists’ Rebef Act, 

RratiLATioir or an agricultuiist is entitled to get written receipts foi 
Accodnts Act all payments made to tbe creditor and, on demand, 

to receive from 'him an armual statement of accounts and to bave bis 
account made up from tune to time m a passbook Owmg to tbe 
Ignorance of the agriculturist these provisions bave remained practicallv 
inoperative and it is tbe failure of these provisions that has made it 
extremely difficult for tbe Courts to find out tbe real nature of tbe 
transactions entered mto It would be futile empowering tbe Courts to 
mquire mto tbe history of such transactions if there is no rebable evidence 
to trace it Tbe mam leason for tbe failuie of sections 65 and 66 of tbe 
Delckban Agriculturists’ Rebef Act is that they come mto operation only 
at tbe instance of tbe agriculturist wbo is usually mtoo weak a position to 
enforce that demand agamsfc tbe creditor It is absolutely necessary, if 
tbe relations of tbe money-lender and tbe debtor are to be put on a better 
footmg, that tbe money-lender should be obbged to keep an account of bis 
transactions with each debtor and fuinisb tbe latter with a copy thereof 
We, therefore, suggest that legislation should be undertaken on tbe hues 
of tbe Punjab Regulation of Accounts Act of 1930 Under this Act 
a creditor is compelled to keep regular accounts of all transactions with 
each dcbtoi and to furnish him, every six months, with a statement signed 
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by biTn ox bis agent sbowmg tbe balance outstanding agamst sucb debtor, 
and all transactions relating to tbe loans entered during tbe six months 
to wbicb tbe statement relates Tbe local Government are emporsrered to 
frame rules'preacribmg tbe forms in wbicb tbe accounts are 'to be kept and 
tbe manner m wbicb tbe extiact of bis account is to be furmsbed to tbe 
debtor If no accounts are kept, tbe Courts can, m any suit, disallow 
either wholly or m part, tbe mterest found due and also tbe costs of tbe suit 
If no copy of tbe accoimt is suppbed to tbe debtor, tbe amount of interest 
upon tbe loan for tbe period for which tbe creditor omitted to furmsb tbe 
account has to be disallowed In view of tbe experience of tbe workmg 
of tbe DeHcban Agriculturists’ Rebef Act, we suggest that tbe rules to be 
made under the proposed Act should be so framed as to leave bttle ground 
for any disputes regardmg tbe non-receipt of tbe extract of accounts or 
for tbe production of any false evidence on this score 

We recommend that legislation on these lines should be undertaken 
without delay Tbe Act will secure tbe position of honest parties on 
both tbe sides and will facilitate tbe woik of tbe Courts m examinmg tbe 
history of tbe transactions and wiU greatly reduce tbe amount of false 
evidence produced m Court We also suggest that provision should be 
made for tbe issue of a pass-book m a prescribed form to tbe debtor and 
for its regular mamtenance Although tbe system has not m tbe past 
pioved a success, it has an educative value which wiU have its beneficial 
effect on tbe ciiltivatmg classes We, therefore attach considerable 
importance to tbe regular mamtenance of pass-books As education m 
busmesa grows, we have no doubt that tbe debtor will appreciate his oivn 
responsibibty for protecting bis financial mterests 

An ob]ection may possibly be raised to these' proposals As we 
mention m another chapter, in some parts of tbe Province agriculturists 
who do not resort to moneylending as a profession often advance 
loans to other agriculturists and it may be dijficult for them to keep 
accounts and supply copies to their debtors This difficulty may be 
overcome by restrictmg, as the Punjab Act does, tbe term “ creditor ” 
to persons who advance loans in tbe regular course of busmess 

244 The two Insolvency Acts now m force are tbe Presidency -Towns 

The Iesolveeci Insolvency Act, 1909, and the Provmcial Insolvency 
Act, 1920 We received reports that tbe provisions 
of these Acts were bemg abused m certain urban areas and that con- 
sequently financmg agencies have to be very careful m advancmg loans 
Tbe mam objection to these Acts seems to be not agamst the provisions of 
tbe Acts themselves but agamst tbe way m which these are availed of 
and admmistered Dishonest people, it is said, are sometimes allowed to 
take advantage of these provisions even when they have property, which 
they transfer to other people’s names Tbe evil is confined for tbe 
present mamly to Bombay and other commercial centres It is not so 
great m tbe Karnatak, but is spreadmg now in some of tbe urban areas 
in Smd Tbe social stigma attaching to insolvency proceedings m former 
years does not now exist and tbe debtors in some of tbe uiban areas rush 
to tbe Court to get out of debt 
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The following figures, which were supphed to us by a district judge, 
show the amounts mvolved m insolvency cases in the district and the 
amounts of the insolvents’ assets — 


Year 

Total No of 
Insolrcncy 
apphcations 

Amount 

mvolved 

Amount of 
Insolvents’ 
assets 


Rs 

Es a p 

Rs a p 

1924 

18 

69,662 G 7 

1,845 12 0 

1925 

22 

2,25,083 10 3 

31,029 13 10 

1926 

17 

6,62,178 7 0 

1,78,949 15 0 

1927 

38 

3,12,168 0 2 

2,21,382 2 0 

1928 

26 1 

1.61,845 8 G 

73,373 13 0 


One of the complaints about the admimstration of the Insolvency 
Act IS that considerable delay takes place in the disposal of cases and in 
the recover}’' and distribution of assets and that the procedure causes 
great inconvenience and loss to the creditors In our opimon steps ought 
to be taken to revise and simplify the piocediire so as to assure expeditious 
disposal of claims and disputes regarding the insolvents’ property and 
to insure quick collection of his assets and distribution thereof to his 
creditors Only in thiee out of the 121 cases mentioned in the foregoing 
statement were the insolvents prosecuted for fraud The pumshments 
inflicted M ere so slight that they could not possibly have acted as a 
deterrent to others We find that the evd is spreadmg and has created 
a feehng of uncertamty amongst the financmg agencies nence some 
effective measures to check dishonest recourse to the Insolvency Act 
are necessary 

As regards the rural areas, special provisions for insolvency u ere made 
in the Delckhan Agriculturists’ Relief Act, and these were made apphcable 
only to the four districts of tlie Deccan Tiiese provisions have, however, 
remamed a dead lettei It appears that the oxdmaiy cultivator has 
no desire to repudiate liability for debts, wluch he does not deny to be 
due Ror sentimental reasons, he is generally most iinvilhng to be 
declared insolvent, even in cases where the debts are ancestral for wluch 
he may not reaU}’’ be liable Many of the cultivators also, who could 
otherwise take advantage of these prorusions, are already so mvolved, 
having either sold or mortgaged all their property, that they have 
practically nothing to gain under the procedure proruded m the Act 

The Royal Commission on Agriculture has recommended the enactment 
of a simple Rural Insolvency Act m order to relieve the agricultural 
debtor of what he cannot pay while insistmg on his papng the utmost 
he can within a reasonable time There is no incentive for him to work 
when there is a continuous burden of a heavy decree hanging on his 
head, but care should be taken to see that no room is left open for fraud 
and that whatever is legally due and can be paid by him is recovered 
The Provincial Insolvencj'- Act is not of much benefit to the ordmary 
agriculturist as its provisions cannot be utihsed except m cases of 
indebtedness amounting to Rs 600 or over We suggest that a simple 





18B 


Rural Insolvency Act as proposed by tbe Royal Commission may be 
enacted at an early date 

246 Tbe Record of Rights in this Province is maintained under tbe 
THE Recoed or provisions of tbe Land Revenue Code It bas now 
been mtroduced into practically all tbe villages 
and gives information about tbe bolder and bis rights in tbe land and 
tbe encumbrances thereon Tbe Record is nov fairly accurate, but from 
tbe evidence before us it seems that, esiiccially in Sind, better sujiervLSion 
and control are needed to see that the entries are properly and sjieedily 
made It is also necessary to see that all rights and encumbrances are 
correctly entered in tbe Recoid It would be desirable, for mstance, to 
make it obligatory for a cml court or the litigants, to get registered m 
tbe record any burdens on land that might be created in consent decrees 
by tbe act of tbe parties concerned At present a decree creating a charge 
on an immoveable property need not be registered imder section 19 
of tbe Registration Act If such a charge is not sbov n m tbe Record of 
Rights, tbe persons deabng v itb tbe agriculturists are not bkely to know 
about it 

It bas been suggested to us that tbe Record of Rights may be made a 
record of title as it is in Germany We have been told that in that 
country it is possible for a landholder to get a certificate of absolute 
title and valuation of tbe propert}’’ Tbe register in vbicb these entries 
are made is called tbe “ G? xmd Bucit ” Tbe landholder can apply for such 
a ceitificatc to tbe jiroper authorities vbo in\ute objections and aftei an 
inquiry issue a certificate of title Tbe “ Gritnd Buch ” thus constitutes a 
complete and up-to-date register of title and of tbe value of the properly 
No one can deal with such property without such a certificate of title 
and tbe borrou er is thus powerless to commit any fraud 
■\VbiIe such a certificate would be very useful for raising money, we 
are of opmion that tbe introduction of tbe system is not a practical 
proposition in this Provmce Tbe Record of Rights is a record of 
possession It is not a record of title In order that tbe certificate, 
might be really useful as a record of title, not only must tbe entry be 
qmte correct, but tbe occupant as entered in tbe register must also be 
tbe exclusive owner of tbe land This, in tbe present circumstaiices, 
especially with tbe existing lav s of inheritance which are complex, it is 
not possible to secure in this P^o^’ance 

246 Several witnesses stated before us that it took a long time before 
Delay in the Dis- disposed of and that even when they 

rosAL 01 Cases and were decided, much time elapsed before tbe decrees 
^^^^^f^uTioN OF were executed Such a jiiocediue is boimd to have 
an adverse effect on credit facilities, especially on tbe 
rate of interest charged Tbe creditor natiuaUy takes into consideration, 
when fixmg tbe rate of interest, tbe delay, expense and trouble be will 
be put to m gomg to Comt and gettmg tbe decree executed Tlus, 
however, is purely an administrative matter We only vusb to draw 
tbe attention of Government to tbe subject in order that they may 
take such steps as may be necessary to expedite tbe disposal of smts and 
tbe execution of decrees 
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Legat. DirnotTL 
TIES IN BeALISATION 
OF THE JOST CeAIMS 
OF Money-lendebs 


247 Difficulties aiise on account of tlie Dekldian Agriculturists’ Relief 
Act and owing to the delay in the disposal of eases 
and execution of decrees These two questions we 
have already dealt with above The money-lenders 
who appeared before us suggested that they might 
be allowed to refer their claims against debtois to arbitration, mstead 
of takmg them to Court In out opimon the best way to obviate 
the delay and expense to the parties concerned 'would be to adopt 
a procedure whereby siuts in which the amount in dispute does 
not exceed Rs 200 would necessarily be referred to a Board of three 
arbitrators, one of whom would be selected by each party and the third 
would be selected by the two arbitrators out of a panel fixed by the 
Court In case the two arbitrators do not agree as regards the selection 
of the third arbitrator, the latter should be appointed by the Comt 
The decision of this Board should be final and the award should be 
filed in Court for execution 


248 Eqmtable mortgages are eflected under section 58 (/) of the 
Equitable Mort Transfer of Property Act by mere delivery of the 

o-a^ges documents of title of immoveable property to the 

creditor The section runs as follows — 

“ 58 (/) V/here a person in any of the foUowmg towns, namely, the 
towns of Calcutta, Madias, Bombay, Karachi, Rangoon, Mouhnem, 
Bassem and Akyab and in any other town which the Governor-General- 
^ m-Coimcil may, by notification in the Gazette of India, specify in this 
behalf, delivers to a creditor or his agent documents of title to immove- 
able property, with intent to create a security thereon, the 
transaction is called a mortgage by deposit of title deeds ” 

It wiU be seen that the operation of the section m this Provmce is 
restricted only to Bombay and EArachi It is very convement, especially 
to the commercial class in these towns, to be able to efiect a mortgage 
merely by dehvermg title deeds to the bank or to any other creditor 
It saves them a considerable amount of time, trouble and expense, as it is 
unnecessary for them to get such mortgages registered in the ordinary 
way Several witnesses from other commercial centres suggested that 
the operation of the section might be extended to their towns also 
It woidd, however, be dangerous to extend mdiscrunmately the ’ 
apphcation of this section to places where people are illiterate and 
backward A deposit of title deeds, if sufficient for effectmg a mortgage, 

IS lilrely to lead to abuse There would, however, be no ob] ection to making 
the section operative in a few other important commercial centres where 
people are more advanced, for instance, m Ahmedabad We suggest 
that the power of specifymg the towns in which the section is to 
be operated may be delegated to the local Government who, after 
inquiry, may issue the necessary notification extending the provisions of 
the section to such towns 

249 This Act was enacted to reheve landholders, paying more than 

Rs 300 as assessment, who were heavdy mdebted 
EsT^-ras To^^^^’^^ whose lands were hkely to pass mto the hands 

of money-lenders Under the Act the estates of 
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sucli landholders can be taken up, under the orders of the Commissioner, 
for management by the Manager, Encumbered Estates, an ojEdeer specially 
appointed to look after suck properties The Manager is empowered 
to make an enquiry, ascertain the clauns of the various creditors, fix the 
amounts payable to them and the mstahnents in which such amounts 
are to be paid The order of preference in case of various classes of 
creditors is also fixed The mam objection to this Act is that it reduces 
the credit of the landholder and people are afraid of lendmg money to 
them as the estate may at any time be taken over for management under 
the Act and the mterests of the creditors might sufier On the other 
hand, it may be argued that, but for the provisions of this Act, lands 
belongmg to many of these landholders would have gone into the hands 
of money-lendeis , that it was, by an economical management of the 
estates that the debts were repaid over a series of years and the lands 
restored to the original holders, free from encumbrances, at the end of 
the period It has been represented to us that some zcmindais after 
havmg borrowed from money-lenders had their estates taken over for 
management under the Act, Imowing that such a procedure vill put the 
money-lenders to loss This, we understand, has made the money-lenders 
nervous about making advances to zcimndats and as a result they have 
been msistmg upon sale deeds bemg passed to them instead of mortgage 
deeds The mam complamt is that ivhen an estate is taken 
imder management, the creditor has to wait for many years, and 
in the meantime gets no interest on Ins outstandings We suggest, 
that when an estate is taken over by the Manager, if the debts cannot be 
repaid from the mcome withm a period of five years, a part of the estate 
may be sold to repay the amount and a reasonable rate of interest paid 
on the outstandmg balance in the meanwhile Unless some such 
procedure is adopted, it is feared that the bigger zemindars wiU find it 
difio-cult to raise money except at a very high rate of mterest It is also 
necessary m the interest of such zeimndais as are now takmg to trade 
that the protection of the Act should be given only to those amongst 
them who depend entirely on the income from land and not to people 
who combine zemindai i with trade If this is not done, the zemindar - 


traders who have to borrow on the security of their landed property 
will find it difS-Cult to raise money 

260 We have described m Chapter II some tenures in which the 
title of the holder or tenant is restricted and he has 
ixLEs ix 4ND power to alienate the land The credit of such 
persons is naturally affected by this fact and in consequence they find it 
difficult to raise money for agricultuial and other purposes, except at 
heavy rates of mterest 

In the case of taluMais no land can be ahenated without the consent 


of the Talukdari Settlement Officer This consent, we understand, is 
now, except for special reasons, freely given The question of the tenants 
of talukdars is, however, different These tenants are generally tenants-at- 
wiU Whatever money they require for cultivation the}’' can get either 
from the taluMars or from the money-lenders, but, except m cases where 
they have large landed estates, the taluMats are usually themselves m 


% 
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need of finance and cannot make any advances to tlieir tenants As the 
tenants liave no lands of tkeir own, even tke money-lender is nn'willmg to 
finance them The only alternative appears to be to secure finance for 
these cultivators either from the money-lender or through co-operative 
societies, on the security of the ialuLdar himself 
Other tenures afiecting the credit of the agiiculturists m Gu]erat are 
the bhagdari and narvadai i tenures m Broach and Kaira In the case 
of these tenures the alienation of an unrecognised bliag or naiva without 
the consent of the other sharers, who are often numerous, is 
null and void These Acts are a constant source of htigation and do 
not seem to confer any corrcspondmg benefit upon the agriculturists 
The chances of other sharers in the bJutg or nm va gettmg possession of 
any land through lapse are remote It has been suggested that these 
tenures should be abohshed altogether The objection to the proposal 
IS mamly sentimental If these tenures are not altogether abolished, 
it seems desirable in the mterest of the holders, that they should be allowed 
to mortgage their lands at, least to co-operative societies, as is at present 
allowed, with the consent of the Collector, m the case of land held on 
the restricted tenure Unless some such concession is given it would 
be difficult for these landholders to get advances either from co-operative 
credit societies or from land mortgage banks 
In the case of llioh villages there is no difficulty as regards dJiai elans 
vho are m the same position as survey occupants in Government villages 
Occupancy tenants and tcnants-at-will, however, have no right to alienate 
their land The occupancy tenants can do so only with the consent 
of the Idiots As their lands are unahenable, these tenants are 
often dependent upon their kliots for finance The only measures that 
can be introduced arc those suggested above for the tenants of ialuldars 
With regard to ^nam lands, personal tnams are alienable, but restric- 
tions are placed m the case of other tnams Watan lands are generally 
not ahenable except durmg the life-time of the holder As these mam 
lands cannot be ahenated without the consent of Government, 
it IS desirable that Government should either imdertake to finance 
the holders by means of tagavi oi allow the lands to be mortgaged to 
co-operative societies 
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CHAPTER XIII. 

Indigenous Banks and Banicers 

251 “ Banking is my biama and otber people’s money ” Tliougli 

not scientific, tins defimtion brings out tbe basic 
DrFiOTTioN (< wliicb has hitherto defied all 

attempts at a comprehensive definition Acceptance of deposits bemg 
an essential feature of modern banlang, the definition may perhaps 
include aU bankeis m some countries, but several financiers vho are 
generally Imown m India as mdigenous bankers would find no place in 
such a definition Some of them do not receive deposits but rely on their 
own capital and credit for their business For the purposes of this 
inquiry, therefore, a sharp distinction has been drawn by the Central 
Bankmg Enquiry Committee between the two classes of bankers and 
by the term “ indigenous banking ” is meant all banks and bankers 
othei than the Imperial Bank of India, the exchange banks, ]omt stock 
banlfs and co-operative banks It includes any individual or private 
firm receiving deposits and dealing m hnndts or lending money Those 
who do not receive deposits v ill fall under the category of “ Other 
Indigenous Credit Agencies ”, which ivill be treated separately m the 
next chapter We cannot, however, dissociate from mdigenous bankers 
the Multani who do not deal m deposits but who have for all 

practical purposes been regarded as bankers The term shioff is used 
in this and other chapters as a synonym for “ mdigenous Mnker ” as 
distmgmshed from a soivcai or money-lender 

252 The origin of mdigenous banking m India dates back to the 

remote period when trafiic by sea and land was 
History opened between India and the neighbouimg countries 
and when the commercial gemus of the people expressed itself m the 
development not only of internal and external trade but also m indigenous 
shippmg and banking The ancient Hindu theory of government made 
economics the foundation on which depended the safety of the fabric of 
acbnimstration and the welfare of the people Three centuries before the 
Christian era Kaiitilya, the famous Indian exponent of the art of 
government, laid down m his Artlia-Baslia that ‘ agriculture, cattle 
culture and commerce and trade comprised the science of national 
economv ” So also the Mahabhaiata taught “ By econonucs the 
whole (body-pohtic) is held ” 

In Vedic times, society was advanced sufficiently to admit of an 
elaborate division of labour and differentiation of functions among the 
people and the formation of commercial bodies and craft guilds The 
merchant-gmlds soon attamed a position of transcending social as well 
as CIVIC and pohtical importance The self-governing habits of the 
people which led to the formation of various organisations for local 
autonomy also asserted themselves in the domam of commerce and 
finance Recent archaeological discoveries have brought to fight various 
seals on which are found legends showmg the existence of associations 
of bankers in ancient times For instance, during the excavations at 
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Basarh, identified vnth. Vaisah, several seals were found bearing- 
inscriptions refernng to the corporation or guild (mgama) of bankers 
{siesthin), traders {sarithardha) and merchants [Lulika] “It looks,” 
observes Dr Bloch, “ as if durmg those days sometlung hke a modern 
Chamber of Commerce existed m Upper India at some big traditional 
centres, perhaps at Patahputra* ” Several specimens of a seal of a guild 
of bankers bearmg the legend s? eslhi mgama^ya were also discovered by 
Dr Spooner who thereupon remarks — “ Banking was e-vidently aa 
prominent m Vaisah as we should have expected it to be, judgrng from 
the notice m Manu to the effect that the people in Magadha were bards 
and traders ” 

These gmlds served as bankers to the commumty, recei-vmg permanent 
deposits and holdmg them as trust properties -j- They were ongmaUy 
rehgious benefactions, but in course of time they appear to have opened 
up the field of deposit bankmg and the gmlds, m turn, servmg as banks, 
stimulated deposits for charitable purposes 

What the prevailmg rate of mterest was m Vedic and pre-Vedic tunes 
modem research has not yet revealed, but it appears that mterest was 
charged and paid mostly m kmd Commg to the Sutra period (assigned 
to a period not earher than the seventh, nor later than the second century 
B C ), Dr Jam pomts out that the legal rate of mterest for this period is 
set at 15 per cent per annum, but that accordmg to Vasistha “ two, 
three, four, five m the hundred is declared to be the monthly mterest 
accordmg to caste ”J This however, appears to have been the maxi m um 
limit The epigraphic evidence shows that m practice much lower- 
rates were charged Usury was held m contempt, so also insolvency 

Coming to the early Christian era, we find that deposit banking was m 
vogue at that period Manu devotes two chapters to “ Deposits and 
Pledges ” and the “ Recovery of Debt ” The indigenous banker was 
the -trusted custodian of the deposits of people and royalty alike and he 
financed not only the trade of the country but also the requirements of 
the royal treasury Bus biUs were honouredthroughout the land and the 
title of Slietli, by which he was called, marked his ascendancy in the social 
scale- Pohtical upheavals, Wars and changes in dynasties did not affect 
mdigenous bankers The Moghul Emperors, the Nawabs of Oudh and 
the Peshwas and then generals, all sought their assistance The multi- 
phcity of sovereign and semi-sovereign powers in the land gave them 
then prmcipal occupation as shroffs and money-changers till the days of 
the East India Company Money-changing was an important part of 
the busmess of the shoff and was profitably carried out until the 18th 
century, as we found from certain old papers of shroffs we examined 
- m Karachi Later, admimstrative reqmrements necessitated the 
establishment of Government treasuries and the control of the mint was 
taken over by the State The unification of the currency of the country 
and the substitution of a smgle sovereign power m place of a n-umber of 

^ * Archceologtcal Survey, Annual Report, 1903 04 

t Local Government in Ancient India, by Radhakumud Mukerji 

f Indigenous Banl,mg in India * 

MO Y S — 13 


194 


petty principalities practically did away mtli the most profitable money- 
obanging business of the sh offs In Bengal tbeir business was further 
affected by the advent .of the joint stock banks towards the end of the 
•eighteenth century In Bombay, however, no joint stock bank opened 
its doors tiU the year 1840 The indigenous banker, therefore, continued 
to enjoy the monopoly of bankmg in Bombay till that time and his 
business was not seriously affected by the modern banks until the 
zmddle of the last century 

Despite the estabhshment of the joint stock bc’nlcs, however, a good 
deal of banking busmess remamed and has still remained in the hands of 
indigenous bankers in all parts of the country The operations of these 
banks Avere confined to giving facilities for deposits and remittance to 
Europeans and to the financmg of the foreign trade, so that throughout 
the country the mdigenous bankers fiUed the gap left uncovered by these 
banks and financed the agriculture and the internal trade of the country 
Especially in rural areas their help Avas as indispensable as before Under 
the altered conditions, howcA'^er, the shroffs acted as middlemen between 
the Presidency banks and the jomt stock banlcs and the tradmg commu- 
nity They bought and sold hundts and had them rediscounted at the big 
banks, Aihenever necessary, thus performing functions analogous to those 
of the bill brokers of the London money market Since those days they 
have seiA’^ed as a connectmg hnk between the tradmg community and 
the banks AA'hich have freety availed themsehms of their local ImoAA'ledge 
and utilized their serAuces in handhng the internal bills of 
exchange 

253 As it exists, the system of indigenous banking is an institution 
in itself, AAith its fine traditions concermng the 
EOAMSATioN respectabiUty, resourcefulness and integrity of the 
indigenous banker, his hereditary relations and close personal contact 
Avith his chentele and simple and popular methods of Avork As a credit 
agency that has stood the test of centuries, notwithstandmg pohtical 
eouAmlsions, revolutions and changes in dynasties, it occupies a umque 
position inrespeot of the magmtude of its operations and their importance 
to society Its development has naturally proceeded on the hnes suited to 
the commercial and financial gemus of the people, their local requirements, 
habits, customs and traditions It is not, therefore, organized on the 
lines of the modern bankmg institutions of the country, which are 
modelled on the western system of banlong NeA’^ertheless, there are 
many points of resemblance between the indigenous system and the 
modern system of banlang 

There are diverse castes and classes of these bankers and m certam 
large centres they have their OAvn associations and 6azo?s Withmits 
oAvn sphere each of these associations conducts its busmess on well-defined ' 
lines and is governed by its OAvn regulations Questions of common 
interest are considered at meetings of such associations where members’ 
differences and® disputes regardmg busmess matters are also settled 
Members of one association have dealmgs with those of another, but 
there is no organisation for mterchange of inteUigence concermng the 
■credit position of constituents, enunciation and adoption of pohcy and 
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methods of work or for the regulation and promotion of inter-shqff busi- 
ness. In Bombay city alone there are different hazats, the Gujarati, the 
- Marwari and the Multam, and the Imndi rate differs from hazai to hazar. 
As the Multams do extensive hundt busmess with the Imperial Bank, the 
Multam bazar hundi rate follows closely the bank rate, whether in busy 
season or in slack season The other bazars do not depend upon advances 
from the banlcs for their busmess. Their hundi rates, therefore, do not 
necessarily correspond to the bank rate Inter-shroff advances are 
generally made m these bazars at rates often lower than the bank 
rate- 

Scattered all over the Provmce, there are a large number of mdigenous 
bankers belongmg to various commimities They have close business 
relations with one another, most'' of them having their firms or adat 
^business connections) with other shroffs aU over the country In a few 
important centres of the Provmce they have orgamsed themselves mto 
associations The following are the principal associations of shwffs in 
the Provmce — 

(1) The Bombay Shroffs’ Association 

(2) The Ahmedabad Shroffs’ Association 

(3) The Marwari Chamber of Commerce 

(4) The Multam Shroffs’ Association, Bombay 

(5) The Shikarpuri Shroffs’ Association 

The first two are composed mainly of the Gujaiatis, the third of bankers 
and merchants from Marwar and Malwa and the fourth of Shikarpuri 
bankers known as Multams The spheres of operations of these associa- 
tions are different The activities of the Bombay Shroffs’ Association 
are mainly confined to the Bombay Presidency , those of the Marwari 
Chamber" extend to the Central Provmces and Berar, while the busmess 
of the Multams lies mamly in Bombay city, Madras, Eangoon and 
Shikaipur It would be to the advantage of these associations to have 
a Federation of all the different organisations so as to secure uniformity 
of procedure and to promote objects of common interest We discuss 
■ in the last paragraph of this chapter a scheme for the formation of such 
associations. 

254 Accordmg to the Census of 1921 there were 26,303 “ bank 
Nn BEES managers, money-lenders, exchange and insurance 
1 uHBEEs agents, money-changers and brokers and their 

employees m the Bombay Presidency,” mcluding 2,847 women It is 
absolutely impossible to say how many of these are bankers We tried 
to ascertam their number from the associations of shroffs, but even they 
have no reliable figures If a guess may be hazarded, it may be assumed 
that among the 26,303 persons comprising the bankmg and financmg 
fratermty there are about 20,000 indigenous bankers mcludmg money- 
lenders 

255 The mdigenous banker performs all the prindpal functions 
associated with modem banlong, except that he 
does not allow cheques to be drawn on customers’ 
accounts He receives call-money, short-term 

deposits, and fixed deposits, keeps current accounts as well as deposit 


Natuee and 
Extent or Business 
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accounts, makes payments to the accoimt holdei personally and' 
honours his vmtfcen orders conveyed by letter He gives advances, 
loans on security or on personal credit, either as overdrafts on current 
accounts, or as call money, or for short or long periods He discounts 
and accepts himdis or bills for collection and gives hundis or drafts 
for purposes of private or trade remittance Thus he cames on a 
very large amount of inland exchange business through a net- 
work of offices and agencies, being m many an outlying part of the 
Province the only agency for the transmission of funds A remarkable 
feature of the indigenous banking system is the banker’s close personal 
touch with the customer He Icnows the history of the family of the 
borrower and the details concerning his business and financial position 
This renders it easy for him to determine whom to accommodate and to 
what extent Again, after gmng a loan he is in a position to watch the 
borrower’s transactions with a closeness denied to the modern organised 
banks In one material respect, however, indigenous banking differs 
from modern bankmg It docs not draw any distinction between dealing 
in other people’s money and dealing unOi otlier people’s money so that 
many an indigenous banker combmes trading with banking therem 
exceeding the legitimate scope of modem banking 'Theie aie 
accordmgly, three classes of indigenous bankers — 

(1) Those who do no busmess other than banking 

(2) Those who aie both banliers and traders or commission agents^ 

(3) Those who are prmcipally merchants or traders, but uho also 
employ their surplus funds m banking busmess 

By far the largest number of the indigenous bankers belong to the second 
class 


256 It is in the methods rather than the nature of busmess that 


indigenous banking stands in marked contrast 
modern banking The most distmgmshmg 
feature of the mdigenous system is that its opeia- 
tions are not attended with the formalities and delays incidental to 
modern banking The indigenous banker prefers to do busmess on his 
own The prmciple of combination of resources on the ]omt stock 
basis does not appeal to him The volume of business of each individual 


or firm being necessarily restricted, as compared with that of a modern, 
bank, it lends itself easily to the dcsln (Indian) orthodox but simple, ^ 
economical, and for all practical purposes, accurate and efficient system 
of accounts following the traditional system of accounting, the 
mdigenous banker keeps only a few books, in most cases only a day-book 
and a ledger No audit is reqiured and no balance sheet has to be 
published , no elaborate staff is necessarj'’, no attractive counter, no 
imposing edifice Until recently there were no hard and fast regulations 
concemmg hours of busmess Payments weie made at any time of the 
day and even after sunset tiU midnight Recently, howevei, the hours of 
busmess m prmcipal centres, such as Bombay, Ahmedabad and Karachi,' 
have been restricted and payment is generally made till sunset only, but 
elsewhere, we find the doors of the firms of mdigenous bankers are open 
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till midniglit for making payments oi advancing loans. It is witk tkem 
Si, matter of prestige of the firm, 

267 ]Sfo reliable estimate of the working capital of the indigenous 
bankers in the Province can be given, neither is it 
Capital possible to gauge the volume of business financed 
by them, but it is a fact universally recognised that although the share 
of the indigenous bankers in financing the foreign trade is negbgible, 
n,moiigst the agencies financmg agriculture and the mternal trade and 
small industries of the Provmce they occupy a predominant position 
On a conservative estimate their share in this business may be computed 
at 70 to 80 per cent of the total , 

258 Owing to want of statistical information we are not m a position 
to judge whether the indigenous bankers carry 
Cash alahoe sufficient cash in their tills to meet their demand 
obligations Rarely, however, does one hear of failure on their part to 
make piiyments whenever demanded and the absence of formahties, 
their simple methods of work smted to the convemence of their customers, 
their sense of honour and readmess to meet any emergency and 
to maintain the prestige of their firm at any cost, would tend to show 
that they probably carry a large percentage of cash in hand 

The shoffs generally employ their own capital supplemented in several 
'Cases by deposits received, but at the height of the season they have to 
replemsh their resources by borroiving The borrowmg is generally 
between shroff and shoff, except m Bombay and other big cities where 
busy season accommodation is obtamed to a certain extent from the 
Imperial Bank and the joint stock banks The banks advance money 
to them on demand promissory notes drawn by two approved shroffs, 
-or discount hundis endorsed by them The rate of interest which the 
allow their customers for deposits vanes from 4 to 6 per cent 
in the busy season , in the slack season it is reduced to 3 to 4 per 
cent per aimum The loans advanced carry interest at the rate of 
‘6'to 8 per cent • 

- 259 Accommodation is given by the indigenous bankers to one 
another vuthout security and to customers with or 
without security m one or more of the following 
ways — 


Likes akd Teems 
OI Advakoe 


Ohalv Khata — ^This corresponds to current, day to day account 
The debit and credit items are entered as in an ordmary ledger 
account and the interest computed on the fluctuating balance at a 
rate of interest previously fixed The account includes both deposits 
and advances and is generally used for m%^x-shoff transactions 5Vhen 
a shoff receives temporary accommodation from another, it is a chain 
Mata transaction and is in the nature of a clean overdraft or call money 
If he deposits surplus funds, it also goes to the same Mala The deposits 
as well as loans are liable to be repaid on demand and the borrowmg 
shroff has also the option to return the money whenever he desires 
The cTjalw Uiaia is also meant for keeping an account of such transactions 
with private customers 
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EJiata Beta — This account is the same as chain khata except that m 
the case of chain, lhaia the amount of the loan is payable immediately 
on demand, whereas in the case oikhaia'peta the borroiver would not 
lose credit if by consent he d.elayed payment for a httle while 
Byaj Badla oj Miyadi Khata — ^IJnder this account money is borrowed, 
or deposited by previous arrangement as regards the rate of mterest 
and the period of the loan or deposit, the period varymg from a 
fortmght to a year 

Hath XJdhat — A temporary loan given free of interest for a^ day or 
two without takmg any promissory note or receipt in writing This 
is confined only to mtcx-shoff transactions 

P)omisso)y Note — This form of loan is now verj^ common with the 
indigenous bankers for the reason that it is cheap 
Receipts — Sometimes, the borrower is asked to pass a receipt 
acknowledging payment in lieu of a promissory note 
Railway Receipts — Short credit is given against railway receipts 
for goods endorsed in favour of the shroff 
Hnndis — Short-term finance is also given by discounting hnndis^ 
Formerlj^ the hundi formed the stock-in-trade of the mdigenous 
banker, but as already explained the stamp duty has militated agamst 
the use of mudatt or usance hnndis 

Shoit-term Credit hy Commission Agents — Commission Agents also 
finance traders by givmg them short credits as mentioned in 
Chapter VIH 

Long-teim Loans — ^Loans for xieriods, usually not exceedmg one 
year, are also given, generally against the security of jewellery, bulhon, 
cotton, grain, seeds, etc 

Mortgage of Piopeity — The shroffs do not generally advance money 
agamst mortgage of immoveable property, but occasionally long-term 
finance is proAuded against such security 

260 The rate of interest in respect of loans varies not only from time 

to time, but also from place to place and dazai to 
ATE OF I^TZKEST Different witnesses have given us figures 

of rates of interest allow^ed on deposits or charged for loans, which 
show' considerable divergence according to local conditions and resomces 
of the different orgamsations, but the rates given below may be taken as 
a fair liidex of the position at the prmcipal trading centres of the 
Provmce 

261 The rate of interest for call money is settled by the respective 

associations where they exist and at other places by 
Gale Mosea Cur mutual arrangement The Bombay and Ahmedabad 
Cleak O^immAFT hazai s have ample resources of their own and - 

OK Cash Ceedit among themselves they lend money at a compara- 
tively low rate of interest The rate of interest 
for vcdcx-shoff business in the Bombay hazar is geneially 4A per cent 
for the slack season and 6 per cent for the busy season, whereas the 
late prevaihng m the Ahmedabad bazai for such transactions is not more 
than per cent at any time of the year The Marwan Chamber o£ 
Commerce has supphed us wuth certain statistics concermng the official 
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rate of interest for current accounts, fixed by it from time to time It 
appears from these figures that until the year 1919, the rate of interest 
•was 6 81 per cent per annum, that from 1920 to 1926 it 'was 7-| pel cent 
per annum, that m the year 1927 it was reduced to per cent , but that 
smce July 1927 it has stood at 6| per cent per annum It is open, 
however, to the shroffs to increase or decrease the rate by mutual agree- 
ment, accordmg to demand and supply, so that the rate usually varies 
between annas 4 to annas 11 per cent per mensem The Byaj Badla 
rate m the same market is slightly lower or higher than the chakc Uiata 
rate m sympathy with the fluctuations m the Bank rate 
The call money rate m the Multam bazar vanes between 3 per cent, 
to 6 per cent per annum according to the conditions of the money market 
The interest charged for other loans usually varies between 6 and 12 per 
cent per annum In Chapter VIII we have indicated the difierent 
ways m which the shoffs finance internal trade The lates usually 
charged for such credit facflities vary from 6 to 12 per cent per annum 
It IS a veiy interesting feature of the mdigenous system that it has 
mamtamed the rates of interest at about the same level over very long 
periods Durmg the era of the ancient guilds of bankers the ordinary 
rates of interest varied between 6 per cent and 15 per cent per annum * 
The prevailing rates to-day are nearly the same Through the courtesy 
of its proprietors, we have had an opportumty of inspectmg the 
account books for the year 1793 of the well-known firm of Messrs, 
Lakhmidas Madhav]i of Karachi, whose head ofiice was then in 
Porbunder It appears from this book that the rate of interest 
charge'd on debit balances in current accounts was a fixed rate, 
mz , 0-7-9 per month, i e , approximately 6| per cent per annum, which 
we understand is the rate charged even to-day The book shows 
incidentally that cash money then used to be imported in country crafts, 
mostly from Bombay to Karachi, and that the firm was a principal 
importer Thediscountfor cash money was 28 per cent The firm carried 
' on export and import busmess and used to deal in hu7idts, both darsliam 
and mudaU There were considerable fluctuations m the rate of 
discount Entries m one of the books show that on one occasion, 'withm 
a fortmght, the discount rate for two months’ hundts drawn on Bombay 
]umped from Be 0-6-6 per cent to Es 2-4-0 per cent 

262 Extensive as is the chentele of the shoff, he deals principally 
with his brother-sAro^s, town and village money- 
Clientele lenders, and traders and artisans But amongst 
the clientele he serves should also be included promoters of small as well 
as large industrial enterprises The cottage industries and the small 
organized mdustries depend mostly on him for finance, while assistance 
rendered to the industries, such as textile miUs, gmnmg and pressing 
factories, rice factories, flour mills, silk and cotton handloom industries 
and gold thread manufactures, is by no means mconsiderable They hold, 
in some places, such as Ahmedabad, debentures m mdiistrial concerns, 
subscnbe to their capital, or accept deposits of shares and advance 

* The Copper Plates of TJUamacholadeva xnthe Madias Museum — Indian Antiquary^ 
Tol hv , 1925 Local Qoveinment in Ancient India 
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3noney agaimt them Tliey also give long-term loans against the whole 
■or portion of mill property or factory or goods Sometimes they join 
the managing agencies of such concerns as financiers. 

263 It IS not possible for the indigenous banker to establish direct 

E-elationstoAqki business relations with the ryot Nevertheless, he 

•oTOTDBr, Trade A^D takes the lead of all other banking agencies in 
Jkdvstba financing agriculture through local soivcars or money- 

lenders with whom he has intimate business relations These 
■soiocais buy their finance cheap from the indigenous bankers, but sell it 
dear to the agriculturists It is a wealoiess of the existing 
orgamsation, or lack of orgamsation, of banking in India that 
the principal industry of the country does not get for its sustenance 
the loanable capital available in the country at a reason&ble rate of 
interest The w'ators 'of the different streams flow' in their ow'n narrow 
•channels, there is no reservoir to collect and distribute the supply so 
as to fertilize the field of agriculture, trade and industry of the country 

With the trader and the^ small industrialist the s/iiqff' has ahvays 
maintained a close personal touch He is, indeed, the jirincipal prop of the 
internal trade of the country and his relations with the trading communitj 
^le, as a rule, very friendly He provides finance to it as cheaply as 
•can be eirpected in a country where the bank rate is usually high 
Unhke those of the ordinary money-lender, his principles and methods 
of business are marked b}' a sense oi lesponsibihiy and probity It is not, 
therefore, surprising that far from harboimng any prejudice against 
him, the commercial commumty and the public generally hold the s/zroff" 

^ in esteem, W'hich is reflected in the title of “ S/icl/i ” or “ Shah ” by wdiich 
he IS known 

264 In the piecedmg paragraphs emphasis has been laid on the fact 

that the financial assistance given by the indigenous 
banker to the mtemal trade of the Province is very 
considerable Such assistance, cannot however, 
be rendered by him without adequate credit facilities from banks In ^ 
the busy season the shroffs need accommodation from the banks to meet 
the additional demands of their constituents AVe find that those whose 
names are on the approved lists of the banks get advances up to 
certam limits at the ruling rates of interest The form most commonly 
in use in w'hich the Imperial Bank as ivell as the joint stock banks 
finance the shroffs is, as already mentioned, the demand promissory note 
signed by two shoffs on the approved list of the bank or by one shroff 
and one merchant The banlc also advances money 'against the shroff’s 
hundts drawm by an approved merchant and endorsed by him or by 
another approved sh off, if he is not himself on the list of approved shoffs. 
The period for whicli such accommodation is granted is usually sixty 
days It has been suggested to us by some witnesses that it w'ould be 
a great convemence if the period were increased to 90 days AA^e 
approve of this suggestion 

In Bombay the ^iioffs who have deahngs wuth the Imperial Bank are 
financed by the Banlc by re-discountmg hazai biUs purchased by them 
-and also by direct advances on personal or other security At the 
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Tip-country branches, the advances to shroffs, as a rule, take the form of 
loans and cash credits At a few places, such as Karachi and Sukkur, 
bills are also discounted and in some cases advances are made against 
^produce There has been a conflict of evidence concermng the adequacy 
of the finance thus provided to the mdigenous bankers by the Imperial 
n.nd other orgamsed banks While a few witnesses have expressed their 
view that the accommodation granted is considerable, a large number 
of them have complained that it is grossly inadequate There seems to 
be a general impression that the indigenous agency does not receive all 
the support that it should from the Imperial Bank and the joint stock 
banks These banks keep a confidential hst of approved mdigenous 
bankers whom they finance Every shroff on the list of a banlc is assigned 
a maximum hmit of the amount which he can borrow from the bank 
Thisbmitis determined hairing regard to the sh off’s standmg and 
position for the time being Beyond this bmit the bank would not, 
ordinarily, allow credit facilities The shi offs consider that, as mdigenous 
banicers, they have a special claim on the resources of the Imperial Bank, 
■fthereas the limits of credit assigned to them by the Bank are very low 
It has been represented to us that before the amalgamation of the Presi- 
dency Banks those who had business connections in difierent Presidency 
circles used to get finance separately from each of the three Presidency 
Banks, that the total of the separate credits allowed to them was much 
m excess of the bmit of the single credit now apportioned to them by 
the Imperial Bank and that the curtailment of the bmit has afiected 
their volume of business This complaint needs exammation 

So far as clean limits are concerned, it may be argued that the lendmg 
bank is the best judge to determine what the limit should be m each 
mdividual case It appears to us, however, that it should be possible 
i;o give better accommodation to the shroffs than at present This can 
be done in two ways 

(1) by an extension of the rediscount business, 

(2) by advances against stocks 

As regards the business of rediscounting hiindis, the Imperial Banlv 
IS obviously inteiested in developmg it and should be wilbng to give 
-all possible facihties to the shroffs If the Multam shroffs get larger 
accommodation than the other shroffs, it is because they freely take their 
hundis to the bank for rediscounting The other shi offs on the contrary, 
show a reluctance to resort to the banks for rediscountmg busmess partly 
because they find that the banlc’s rates of discount do not suit them and 
partly because they prefer to deal-in the bazar rather than go to the banks 
and subnut to various inquiries and formahties The rate of interest m 
respect of mten-shoff transactions all over the Provmce is mvariably 
low er than the Banlc rate by one or two per cent and the shi offs complam 
that their dealmgs ivith the banks are controlled by a bank rate which 
has no relation to and does not suit the economic conditions of the Pro- 
vince It IS a grievance of the local shi offs that before the amalgamation 
of the three Presidency Banks, the Bombay Presidency enjoyed, through 
the Presidency Banlc, the advantage of lower rates of mterest due to 
the commercial development of the Presidency and its developed bankmg 
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resources, wliereas the Imperial Bafik now puts up the rate of interest 
so as to secure uniformity with the rates prevailing m other commercially 
less advanced provmces We find that omug prmcipally to this reason^ 
the sh7offs m the Province, with the exception of those, who, hke the 
Multams, are m a position to mvest money outside the Provmce, do not 
ordmanly resort to hanks for financial accommodation This is an 
aspect of the question to which we should like to mvite the attention 
of the Central Committee Gonsidermg that modern ]omt stock banking 
cannot, for many years to come, hope to reach small towns and villages 
owmg to the expense mvolved, it is much to be wished that the Bombay 
sh offs come m closer contact with the Imperial Bank of India There 
IS considerable room for expansion m the Bank’s busmess with shoffs. 
At any rate, so far as advances agamst the security of stocks are 
concerned, we thmk the shi offs, who do money-lendmg or commission 
agency busmess m the tno/msil, should receive more extended facihties 
than are offered them or are availed of by them at present It is impor- 
tant to reahse, however, that the shoffs have a strong prejudice agamst 
pledgmg their stocks Unless this prejudice is overcome, business must 
suffer, but it is a hopeful sign for the future that the Impeiial Bank is 
ahve to the importance of improvmg this class of busmess with the 
sh offs and has been endeavouring to mduce them to get over the prejudice. 
It has been suggested to us that if shoffs of approved standing and 
financial position were given the same credit facilities as are extended 
to oertam firms by the Impenal Bank of India'on the hypothecation of 
their goods, it would result m increased busmess We commend thife 
suggestion for the consideration of the authorities of the Bank 
The mam complamt agamst the Imperial Bank is that the 
management is alien and wooden It is alleged that the agents at the 
mofusstl branches being mostly non-Indian and often ignorant of the 
vernacular of the distnct and the local needs of the people, take httle 
interest m the busmess of the sh offs and evmce httle sympathy Whether 
that IS true or not, the fact remams that the relations of the Imperial 
Bank with the sh offs both at the head office and the branches are not as 
intimate as they should be No effort appears to have been made by the 
officers of the Bank to cultivate friendly relations with them. Perhaps 
this IS not true of the Multani shroffs who do extensive busmess vuth the 
Bank and who appear to be receiving the lion’s share of the financial 
accommodation provided by the Bank to the sh offs It is further alleged 
that the local managers of up-country branches of the Bank have httle 
discretion with regard to loans and are unable to make advances beyond 
small hunts without reference to theSead Office These managers, it is 
asserted, move about from branch to branch and fail to acquire that 
local knowledge and personal touch which are essential to a proper 
appreciation of the wants and credit position of the Bank’s customers. 
In the course of exammation of witnesses we were often told that imder 
the notion that the officers of the Imperial Bank are mdifferent to their 
needs and mterests and would not give them proper treatment or assist- 
ance, the shoffs, with the exception of the Multams, have not cared to 
approach the Bank for credit facihties We recogmse the Bank would 



203 


naturally be anxious to do as niucb business with the shroffs as is possible, 
yet the fact remains that most of them do not at present resort to the 
Bank except for facilities for remittances whenever and wherever possible 
It IS a serious drawback of the present state of bankmg in India that the 
two most powerful credit agencies whose co-operation would be of the 
greatest benefit to the development of trade and mdustry m this country 
thus remam apart There is at present no correlation of the operations 
of the Bank and the bazai , so that the bazar hundi rate does not often 
correspond to the bank’s rate for discountmg hundis So long as there is 
no system of co-operation between the mdigenous bankers and the 
central banking mstitution and other banks, it would be difficult to 
develop an open market for discounts and the prospects of e\olvmg a 
co-ordmated credit pohcy would be as remote as ever It m ould probably 
be an advantage if the shroffs are represented in some way on the direc- 
torate of the Boaid of the Imperial Bank With a view to bridgmg the 
gulf that now separates the branches of the Imperial Bank of India 
from the mdigenous bankers we would suggest the appomtment of 
local advisory committees at important centres where the Imperial Bank 
has its branches The constitution of such committees should be such as 
to assure the s/u 0^5 that their apphcations for financial accommodation 
would receive due consideration 

The chief grievance of the indigenous bankers is that the Imperial 
Bank and even the Indian joint stock banks do not accord to them the 
recognition due to them as bankers who finance and control the bulk 
of the trade and mdustry of the countiy They thinlc they are entitled 
to the same facihties and concessions as are given to banks by the 
Imperial Bank for mter-bank business and remittance They resent 
the manner m which mquiries are made m the bazai s by the intelligence 
department of the Imperial Banlc and the othei banks concerning their 
credit position and they see no reason why they should be asked to give 
joint signatures of sureties for accommodation given to them, when other 
banks are financed without any such humihatmg limitations There is 
no question that these traditional bankers have cause to be dissatisfied 
with the position m which they find themselves placed m the modern 
bankmg organisation of the country From the bank’s point of view, 
however, it may be urged that if the mdigenous bankers are not treated 
vith the same consideration that is due to them as bankers, it is because 
it is difficult to distmguish a genuine banker from a trader or a commission 
agent or a broker and to ascertain definitely his financial position 

265 The question of recognition of the status of the mdigenous banlcer 
and of the utihsation of his knowledge, experience and 
resources m the machinery of credit depends on 
what his position is at present and what it should 
'be in future in the general banking system What- 
ever prejudices may exist against the professional 
money-lender, who lies outside the category of indigenous bankers, eveiy 
one IS agreed as to the desirabihty of recogmsing, preserving and deve-^ 
lopmg the mdigenous system and adapting it to present-day conditions 
so as to make it a part of a national credit system 
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One of-tlie suggestions made to us •witli that end m view is that the 
shroffs should be linked Avith the central bankmg institution of the country 
as its agents The scheme, m rough outhne, is as follows Instead of 
npenmg new branches in any part of the interior of the Provmce the 
central banking institution should select from the local shroffs a banker 
of good standmg and reputation to act as its agent m that place Tlie 
sJnoff selected to act as an agent should lodge with the bank securities 
of amounts that may be mutually agreed upon, having regard to the 
volume of business and other considerations He should guarantee the 
mmimum volume of busmess he is expected to secure at the place, and 
m retmn receive adequate credit facihties at a preferential rate of 
interest, and make advances to local customers at a profit He should 
allow periodical examination of his books to the bank’s inspector and 
submit to the banlc half-yearly or yearly balance sheets 

Simple as the scheme appears to be, from the bank’s point of view it 
bustles with difficulties Would the shroff selected as agent agree to 
confine the operations to banlang pure and simple ^ Would he be 
content vith the provision of increased credit facilities and agree to bear 
the loss, if any, resulting from his transactions as an agent ^ To ensure 
recovery of such losses, would he agree to deposit substantial amounts 
invested in securities bearing a rate of mterest much lower than what he 
might be expected to earn, v ere such amounts invested m busmess ^ 
If he does not agree to take the responsibility for losses and prefers to 
work merely as an agent of the bank, would he give up all other business 
and utihse the bank’s lesomces m advances to customers approved by 
the bank ? If so, would the arrangement be at all remunerative to him * 
If, on the other hand, the agent is allowed to do Ins banking busmess 
mdependently of the business which he is expected to do as agent of the 
bank, and if he does not guarantee the repa}Tnent of aU advances made 
by or through him, how should the business be controlled by the bank ^ 
In selectmg busmess would not the sh off be inclmed to place his oum 
interests before those of the bank ^ In cases of failure of borrowers, 
would not serious complications arise ^ 

These are some of the practical difficulties that will have to be solved 
The necessity of forging a link between the central banlang institution 
and the mdigenous bankers is, however of such vital importance for 
the evolution of a co-ordinated credit system and for the spread of 
banlang facilities in tahila towns and other sm all centres of the Provmce 
that we have carefully considered the proposal m all its bearmgs with a 
view to finding a solution of the difficulties Were it possible to have 
properly organised branches of commercial or co-operative banks 
scattered over the Provmce in large numbers, as is the case m v estern 
countries, we would welcome them in preference to the agencies of the 
knid proposed Such a development of branch bankmg, however, does 
not seem possible in the near future Neither the joint stock banks nor 
the co-opeiative banks would, foi some time to come, find it practicable 
to open branches in out-of-the-way parts m the Provmce m sufficient 
numbers It seems, therefore, desirable to take advantage of the agency 
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of indigenous bankers by Imking them up with tbe central banking 
institution in some smtable manner 

We are of opimon that the agency scheme should be mtroduced 
tentatively at selected places where there is no orgamsed banlc, either 
3 omt stock or co-operative, that the shroff nominated as agent of the 
central bankmg mstitution should receive funds from it to be employed 
by him at his oivn risk in malang advances within sanctioned limits and 
subject to such general conditions as may be prescribed by the bank, 
at a rate'of^mterest not exceeding 2 per cent over the rate charged 
by the bank The agent should do no business other than banking and 
so long as he undertakes to bear losses, if any, he should not be prevented 
from domg his own private banlang business, but he should not make 
use of the bank’s advances for his private business He should lodge 
With the bank gilt-edged or other acceptable securities of amounts that 
might be mutually agreed upon, keep separate accounts of i;he business 
done on behalf of the banlc and maintain regular account books which 
should be available to the bank for inspection and audit The arrange- 
ment may be made in the first mstance for a fixed period and may be 
renewed from time to time We are further of opimon that in the 
selection of agents a syndicate of shroffs should be given preference to a 
smgle shroff or a firm of shoffs Such combmacions would have the , 
prestige of regular banks, would mspire confidence m their strength and 
stabihty and would receive better facihties than single firms 

If the indigenous bankers are encouraged to mcrease their activities 
under the proposed scheme, the central banlang mstitution would be 
able to discharge its obhgations to supply bankmg facilities in such areas 
through the instrumentality of an agency winch would be more economical 
and efiective than a branch m reachmg the people in the mofussil and 
providing the link necessary to connect the central banking institution 
with the indigenous agencies now financing towns and villages 

266 We have been asked to consider the suggestion sometimes made 
that there should be a system of state registration of 
indigenous bankers The general trendy of the 
shroffs’ evidence is against registration Some, 
however, stated that they would not object to registration provided 
they received further facihtiea as agents of the central banking 
institution A. suggestion _has also been made for legislation for the 
regulation of the business of shoffs and for the audit and pubhcation of 
their accoimts We are 'of opimon that no such measures are necessary 
The question of regulation arises in connection with the evils of usury 
and we have dealt with the question a.t some length in_ Chapter XII 
So far as the indigenous bankers are concerned, there is no need for any 
regulation Indian banking has as yet a long way to travel before it 
attains the position reached in other advanced countries and in the 
existmg circumstances we carmot view with favour any measures likely 
to cause a shrinkage in the loanable capital of the Province and 
consequent curtailment of credit 
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267 It has been suggested to us that a central association of 
indigenous bankers should be formed in each unport- 
Accoiding to the scheme suggested 
A C^^TRAL issociA- tlic byc'laws of such an association should be 
TioN or Inbigenotts subject to the approval of Government, should 
BAinaiEs prescribe the conditions essential to membership, 

and provide for the maintenance by members of regular account bool« 
and for the audit of their accounts and it should be one of the 
important functions of the association to prepare from time to tune 
^nd supply to the central banking mstitution, if required, authentic 
statements of the credit position of the members of the association It 
has been suggested that with a view to offering an incentive to indigenous 
bankers to join the association, there should be some privileges attached 
to membership A member of the association should, it is suggested, 
be recogmsed by the bank as a banker and given aU concessions and 
facilities that are accorded to other banka It is also suggested that 
members of the association shoidd have the privilege of gettmg then 
hmdts discounted with the bank at special reduced rates and that the 
bank’s humh operations should be restneted to members of the associa- 
tion only The bank in its turn would require audited statements of 
accounts of such membeis’ firm and it has been suggested that it should 
be incumbent on every member of the association to get the accounts of 
"his film audited by an auditoi selected from a panel of certified auditors 
drawn up by the association and approved by Government It would, no 
doubt, be essential for the indigenous bankers to adjust their methods 
to the system of modem bankmg After careful consideration of the 
suggestion, we consider it very desirable in the interests of Indian 
bankmg, that indigenous bankers’ associations should be formed in 
important centres on the lines suggested and that they should be 
recogmsed by Government and the central bankmg institution of the 
country We do not approve of the suggestion that members of the 
association should have the sole privilege of discounting their hundts 
with the central bankmg institution or that they should be allowed 
preferential rates We recommend, however, that membeis of such 
associations should be given the same facilities as are afforded to recog- 
-mzed banks 
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CHAPTER XIV 

Other Indigenous Credit Agencies 

268 Indigenous credit agencies other than those mentioned in the last 
<!hapter, that is, those which do not receive deposits and, therefore, 
strictly speakmg, stand outside the category of “ mdigenous hanlong,” 
hut which finance people m town and village in a variety of ways, may 
he enumerated and classified as under — 

(1) Money-lenders — 

(а) Village money-lenders 

(б) Town money-lenders 

(c) Landowner or agriculturist money-lenders 

(d) Goldsmiths and dealers in ornaments who specialise in loans 
secured by pledge of ornaments 

(e) hloneyed persons of all classes who mvest surplus funds m 
loans 

(2) Shoffs and other persons dealmg m Jnauhs 

(3) lileichants commission agents and dalals 

269 Borrowed capital is an essential factor in the economic life of 

the village The sou cay is, therefore, so to say, the 
3ro^Ev-L^^DER centre round which rural society revolves One 

of the remarkable features of village life m ancient 
India was the development of a system of mutual help and co-operation 
VTiatever his occupation, every member of the village community was 
•dependent on another and amenable to social regulations and control 
India being an agricultural country subject generally to famine and other 
natural calamities, there was mthe country from the earliest tunes, much 
scope for money-lending as a callmg The money-lender was the saviour 
of the villager m time of trouble and distress Although his mterests 
did not comcide with those of the borrower, so long as the constitution 
of the village society was such as to promote and ensure fellow-feehng 
-and mter-dependence, the relations beWeen the debtor and the creditor 
were not very different from those of a buyer and a seller The money- 
lender was then restramcd m his demands He could not drive un- 
•conscionable bargains for fear of offending society and inviting a social 
boycott Eor the same reasons the borrower also could not repudiate 
his liability with impumty Death was preferable to default He 
recogmsed his obhgationa to the money-lender the necessity for whose 
assistance was felt by all and with whose timely help people in need of 
money were able to tide over then difficulties Indispensable as the 
money-lender is to-day, he w as more so m those days One of the ancient 
proverbs pithily describes the position assigned to him m the old village 
economy “ No salvation except through the Guru , no credit except 
through the sowcar ” 

Owmg to the mtroduction of the system of centrahsation under the 
British rule and the consequent transfer of admimstrative authority to 
•distant headquarters the old autonomous village communities came to 
be gradually disintegrated The authority of the village assembly 
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weakened and tke fear of social boycott no longer restrained tbe money- 
lender’s tendency to profit at tKe expense of tbe borrower The new 
system of administration of law and justice further strengthened his 
position The old order of mutual good%vill and mter-dependence 
vamshed, givmg place to one of bitterness and antagonism between the 
money-lender and the borrower The growmg pressure of population. 
on the land and the rigidity of the procedure of coUectmg land 
revenue, subsequently relieved by the mtroduction of a system of 
suspension and remission, contributed to the result of mcreasmg the 
burden of mdebtedness 

In Chapter XII we have described how the Dekkhan Agriculturists’ 
Rehef Act, enacted with the object of protectmg the agriculturist, has 
further embittered the relations between the money-lender and his 
chentele, how owmg mainly to the situation created by such legislation 
the agriculturist has lost his credit and how the honest money-lender has 
been forced to withdraw from the busmess of money-lendmg Even so, 
the much mahgned money-lender is stiU the mam source of agricultural 
credit The factors which contribute to his indispensabihty and 
ascendancy m rural finance are — 

(1) he 18 accessible at all tunes of the day and even at mght, 

(2) his methods of busmess are simple and elastic, 

(3) he maintams a close personal touch with the borrower, often 
havmg hereditary relations with the family of the borrower, 

(4) his local Imowledge and exq)erience and his presence on the spot 
enable him to give loans even to persons devoid of any tangible assets 
and at the same time protect himself from losses 

270 The survival of the sotvcar as the most important source of the 
Relations h ^'^^tivator’s finance, however, does not imply the 

THE Boeeowee contmuance of the old relations between the money- 
lender and the agriculturist borrower He is no 
longer swayed by the old sentiment of personal honour and mtegrity. 
The change m the system of law and admmistration of justice," which 
we have referied to above, has encouraged htigation, and the facihties 
provided by the new system are bemg readily availed of both by the 
money-lender and the borrower to overreach each other The debtor 
tries to take every advantage of the existmg provisions of the law to 
evade repayment and the scnvcai in turn resorts to various devices, such 
as taking bonds for double the amount lent and conditional sale 
deeds 

271 The money-lender’s methods of busmess and system of accounts 
Methods of Bdsi- are simple enough If goods are given on credit, 

an entry m the shop-keeper’s, book, about the 
accuracy of which the borrower seldom, if ever, cares to satisfy himself, is 
sufficient "WTien cash is paid, the money-lender’s book is generally the 
only record of evidence of debt Loans are sometimes given on mutual 
trust without any writing, but generally a prormssor}’’ note or bond is 
taken from the borrower When ornaments are pledged, a receipt is 
usually given The other forma of loans are mortgages and sale deeds- 
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Sale deeds are often, conditional, tlie oral arrangement between tbe 
creditor and tbe borrower bemg that tbe land is to be retransferred on 
repayment of tbe debt Possessory mortgages are common m some 
places, sucb as tbe coast land m Gujerat, and rare m other areas sncb as 
tbe Kamatak In some places, sucb as Dbaxwar, mortgages without 
possession are preferred by tbe creditois as m cases of dispute debtors 
have often contested tbe claim of tbe money-lenders m courts of law, on 
tbe plea that bavmg bad tbe possession of the land they have partially 
or wholly recovered tbe debt from tbe income 
■WTietber tbe loan is taken fox a pioductive or unpioductive purpose is 
a matter in which tbe creditor is not interested Nor is be concerned 
with tbe manner in which tbe loan is spent Interest is seldom paid 
regularly and tbe period of repayment, even if fixed, is not considered 
binding on tbe borrower So long as tbe money-lender considers that 
there is sufficient security, be does not mmd tbe delay m repayment 
Often it siuts him to wait Thus interest is added to mterest imtil tbe 
total reaches so high a figure that recourse to law court is necessary 
In tbe old days, computation of accumulated mterest was limited by 
custom {dam dupat) to a hundred per cent Under tbe modern law tbe 
canons of custom have given way to tbe rules of arithmetic Interest 
IS allowed to accumidate without limit and although tbe courts still apply 
tbe rule of dam dupat in some cases, mstalments of mterest previously 
paid are not taken into account 


272 Tbe village money-lender generally carries on busmess with 

bis o^vn capital, but, if necessary, be borrows from 
Caiitai. town sowcar or indigenous banker His capital 

IS, as a rule, limited and fully invested Our mquiries show that scarcely 
any surplus remains umnvested except that, in Smd, when some money- 
lenders bave*a surplus in band, they sometimes mvest it m Jiundis 
In some cases surplus funds are deposited in banks or mvested m local 
trade and industry 

273 Loans in land are not as common as befoie, but tbe intensive 

mquiries carried out by us show that advances axe 
Loa>s in kind made as well as recovered in land The village 

sowcar combmes trading with money-lendmg He generally keeps a 
retail shop and tbe villagers buy from him articles of daily necessity, 
mostly on credit He is also a purchaser of local products and a dealer 
m imported articles In some places be also acts as commission agent 
to tbe town money-lender or merchant and transmits the harvested 
crops to him He also serves as a marketmg and sellmg agent to agri- 
culturists Havmg thus a bold on tbe borrower’s income, be gives loans 
to bun of seed and other requisites and is able to recover bis dues at 
harvest time in tbe shape of produce On this be reaps a profit twice, 
firstly, from tbe producer, to whom be has advanced tbe loan, and 
secondly, from tbe consumer, to whom be sells on credit 


Dealing with an indigent population, tbe sowcao charges interest 
at tbe rate of 12 to 25 per cent or even more 
The rate of inteiest vanes from distiict to 
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district and from season to season, inaccoidance -witli tlienecd of the 
borrower, his credit position and the nature and value of the security 
offered by him In some areas the sowcais run considerable risks as they 
advance loans on very small or no security They therefore, charge 
lugh rates of interest and impose rigorous conditions requiring 
the borrowers to sell produce or finished articles to or through 
them In other cases the economic condition of the borrower maj' 
be better so that the rate of interest and other conditions attached to 
loans 1 , ould be less rigorous Without extensive detailed inquiries 
an aiithmetical analysis of the situation concernmg the terms of 
advances is not possible but a few broad tendencies revealed bi'- 
inquiries made by ns and previous inquiries by others may be noted 
Inquiries conducted by Di Mann in two dr}'' villages of the Deccan 
showed that the general late of interest varied between 12 and 24 per 
cent , the rate rising in exoejitional cases to 75 per cent ^ Evidence before 
us laigel}’’ confirms these results The majority of the witnesses put the 
rate between 12 and 25 per cent and this appears to be the rate prevailing 
in the major iiortion of the Province, the two notable exceptions bemg 
Grujerat vhere the minimum rate is 9 per cent and Smd where 
the maximum is as high as 50 jiei cent Investigations made in Konkan 
by hli V G Ranadc placed the linut betv een 9 and 30 per cent f, while 
according to the m\ estigations into the financing of cotton made 
imder the instructions of the Indian Central Cotton Committee the rate 
fluctuated between 92 and 50 per cent , 8 jier cent of the loan bemg 
borrowed at rates above 25 per cent 
Intensive inquuies carried out by us in selected railages in the Broach 
and Dhaiwar districts shov that in Broach the rate of interest ranged 
between 62 and 12 per cent , rising in a fev cases to 25 per cent , whereas 
m Dhaiwai the rate varied between 12 and 25 per cenfi'- In middle 
Gujerat, according to the investigations of the Indian Central Cotton 
Committee, the rate varied between 9 and 12 per cent In Kliandesh 
it ranged between 12 and 18 per cent , wdiereas ui Smd the smvcais levied 
betw'een 182 ^'<1 besides exactmg personal serrace fiom the 

debtors, e g , repaiiing the sowcai^s shop oi house, carrymg his goods on 
their camels and cultivating lus land wathout remuneration 
In the light of the results of the various investigations, checked 
by the inqiuries made by us and the evidence placed before us 
a few general inferences may be drawm conceinmg the rate of mterest 
prevailing m the different jiarts of the Piovmce The rate is the 
highest 111 Smd, low er in the Konlcan, the Deccan, Ediandesh and the 
Karnatak, and the low'est in Gujerat IWule the rate generally varies 
between 12 and 24 per cent in the Konlcan, the Deccan Kliandesh 
and the Karnatak, it often rises to 50 per cent in Smd As a matter 
of fact, the Central Cotton Committee’s investigations showed that 
nearly 26 per cent of the loans in Smd were borrowed at rates exceeding 
25 per cent , while three of the witnesses, who gave evidence before 
us in Smd, put the range between 18 and 50 per cent In Gujerat 

* Land an I Labour in a Deccan Village 

t A Social and Feononne Svriey of a KonJnn Village 
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the Cotton Committee’s investigations showed that nearly 66 per cent 
of the amount borrowed was at the rate of 9| per cent and the evidence 
given before us in Gu 3 erat placed the rate between 9 and 15 per cent 
Money is thus cheapest in Gujerat and dearest in Sind Another fact 
that emerges from this survey is that while the rate of interest generally 
varies between 12 and 25 per cent it is often much less on loans secured 
by land or other kmd of property, viz , about 12 per cent In the case 
of villages surveyed by Dr Maim and Mr Ranade the average rate of 
interest on money raised on land was about 14 per cent against about 
23 per cent on loans on personal security In regard to the villages 
m the Dharwar distnct, surveyed by our mvestigators however, we find 
that the difference is not so great — 





Ad\isoma 

Khanapui 

Sajod 


Blmdrapui 

Sangur 

Doll (nortk 

(south of 


pill 

of Narbada) 

Narbada) 

A\ orngo rate per cent of 






interest on monej 
raised on land 

1*? 

15 

26 

12 

0 

Average rate pei cent of 






mterest on mono} 
raised on poisonnl 






security 

18 

16 

27 

16 

12 


Sangur and Adnsomapur are milages where, save m a few cases, loans 
are received on personal security Advisomapur which shows the 
highest rate of interest, is situated m a tract known as “ the region 
of decay ” The co-operative movement has made very little progress 
m the tiact and the general economic level of the people is very low 
The rate charged in most places on loans advanced agamst the secuiity 
of gold and silver ornaments is 9 to 12 per cent Oui inquiries in 
Dharwai villages hon ever, brought to bght several cases m which the 
village money-lenders charged mterest at the rate of 18^ pei cent to 
26 per cent even though the loans given by them were secured by pledge 
of ornaments These cases may be regarded as exceptional The 
general tenor of evidence shows that for seemed advances the rate of 
mteiest is lower Small, unsecured short term loans were advanced 


at rates approachmg 75 per cent and even 150 per cent , most of these 
transactions bemg loans from Pathans whose mteiest charges are 
known to be unconscionably high in all parts of the Provmce 
The rates of mterest also differ according to the occupation or social 
atandmg of the borrower For mstance, a witness from Sholapur stated 
that whereas the rate of mterest for loans to agriculturists varied between 
12 and 24 per cent , artisans were charged mterest at the rate of 9 to 15 
per cent only Similarly, the Kahpara] classes m Gu]erat did not share 
the general benefit of a low rate of interest which the superior classes 
of people en]oyed and were charged from 18 to 60 per cent 
275 We append a statement embodying a few cases of borrowing m 

TrncAi- C a rs the Dharwar viUages This statement will illustrate 
ncAh Asrs various ob]ect8 for which loans are raised, the 

different methods and forms of advance, the practice of takmg bonds lor 
amounts higher than those advanced, the nature and variety of securities 
taken, the diversity of mortgage and sale deeds, the rates of interest 
charged and the extraordinary conditions imposed m some cases 

MO Y f — 14re 
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Cases of bormving m milages suneyed 



Amount borrowed 




Serial 



Signed 

Rato of 

Purpose of Loan 

No 



for 

interest 


Cash 

In kind 





Rs 


Rs 


I 

1 

1 


2 bags Ragi 

' 

1 bag to bo given 

Domestic expenses 




at or after 
harvest 



2 

112 




• 

Weeding 

3 

400 


00 

o 

o 

25 Per cent 

Purchase of bulls 

4 

700 


3,800 

12 

Domestic expenses 

6 

22 


Nil 

150 

To buy leather for 
makmg sandals 

6 

180 



24 

To buy seed and to 
repay petty debts, 
and for general 






expenses 

7 

50 


200 

24 

Domestic expenses 

8 

],250 

' 

1,260 

124 

To deal up trade 


1 

I 

losses 

9 

64 

i 

i 

64 


Domestic expenses 
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in tlie Dlmrwai Bistnct 


Security for 
debt 

Other conditions 

Remarks 

■v 

Personal 

1 

Failure to pay interest m 
hmd, ■which is called 
T ata, makes the debtor 
liable to I ata on Fo/a 
also 


A contract deed 

Sliould give 14 bags of 
paddj at hanest time, 
t e , 4 months after loan 
■was taken 

These loans are in the nature of forward 
sales 

PromiBBory 

Note 

The amount is to be re 
paid in three aimual 
mstalments iv ith m 
terest 

On the date for payment of mstalment 
; the creditor’s servant comes for 
recovery If recovery is delayed, he 
sits at the door and must be fed If 
payment is still delayed, other ser- 
■vants come who also have to be fed 
till payment rs made 

Promissory 

Note 

1 

Oiiginal debt 700 Rene'wed 6 times 
everj’- 3 years, the last promissory 
note was passed for Rs 3,800 

Personal 

j 

i 

Shows the evtortionate rates of mterest 
that depressed class people pay even 
for loans for productive puiposes 

Gold ornaments 


Even pledge of gold is no consideration 
m casing the mterest rates when need 
dommates 

Mortgage of 

house *■ 

One year’s mterest, Rs 12, 
recovered from Rs 60 
advanced 

The debtor had to spend Rs 9 for pur 
chasing the stamped paper and other 
expenses This case illustrates the 
extent to vhich documents for higher 
amounts are taken and deductions are 
made 

Sale'deed 

The land nas to bo re 
conveyed if pa 3 rment 
•w as made mthin 4 years 

The period has passed and the sale has 
become absolute 

Lease deed m 
ivhich pay 

ment of rent 
for 0 jears m 
advance is 

aolmowledgcd 


These lease deeds are displaomg usu- 
fructuary mortgages both because they 
involve less trouble and expenses 
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The village money-lendei also finances cottage industries Often the 
loans given to artisans are suliject to the condition that all the goods 
should be sold to him at puces fixed by him The artisan is thus made 
the financier s bondsman Sometimes, the sowutt furmahes the materials 
and the artisan has to make over the finished products to him taking 
such letuin foi labour as the sowcar apportions 

276 The soivcar’s own difficulties may also be mentioned As stated 

in paragraph 3, the institution of law'’ courts has 
Thl Mom.!' i^enu- stiengthened his position as compared to what it 
ra’s DiFncuLTiEs was in pre-British days, but the advantage is offset 
by the cost of litigation and the law’s delays 
i\Ioreovei, as a lule, the '^owcat is allowed by the courts a much lowei 
rate of mteiest than that stipulated m the bond, repayment is spread 
ovei a numbei of small mstalments and it takes a long time before 
decrees are executed Theac handicaps react on the borrowers as a 
class, as the soivcai legulates his dealings so as to mdemmfy lumself 
agamst all such losses We ha\e already called attention to the 
desiiability of lemovmg these difficulties in paiagiaph 238 of Chapter XII 

277 IVhat has been said above conccinmg the methods of busmess 

and the nature of transactions of the \nllage money- 
lender apphcs to the towm soivcar except that his 
operations are usually on a larger scale and the rate 
of mteiest is not so high as m villages In his dealmgs, how'ever, with 
small craftsmen and wage-earners, the late of mterest is necessaiily high 
Like the village money-lender lie also combines sliop-keepmg tradmg 
and agriculture with his calling 

278 Agiicultuiists havmg suiplus funds play no small jiart m luial 

finance as a ciedit agency In Sind, after the sowcar, 
rirr VoRiouETORibT the zcmmdai is the most important financier of the 
i oxBi-EFNDiR agriculturists But these bi other-cultivators, instead 

of bemg a blessing to the cultivators often prove 
more exactmg than the ordmaiy soivcar Whilst lendmg money they 
have generally an eye to the land, and they eagerly seize the opportunity 
to poimce upon it The agiiculturist money-lendei usually lends seed 
secured agamst futiue crops oi cash agamst the security of land, takmg 
mortgages oi sale-deeds The rate of mteiest he levies is nearly the 
same as that charged by the soivcar There aie, of coiuse, exceptions , 
when a considerate landowmei lends money to his tenant oi servant the 
terms of the loan are often much easier 

279 Lendmg agamst the security of gold and silver ornaments is 

Tm: CnoKsi or considered everywhere a safe and paymg proposi- 

tion Some money-lenders, therefore, concentrate 
on this class of busmess Often they repledge to other shi offs ornaments 
pledged to them, themselves paymg interert between 6 and 9 per cent 
and levymg mterest at rates varymg from 9 to 12 per cent The most 
notable of this class of money-lenders aie the cholsis m Gujerat and the 
saiafs m the Deccan They usually deal in gold and silver and play 
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the part of pawnbrokers by lending money on pledge of gold and silver 
ornaments The rates of interest charged are fairly easy, compared with 
those chaiged m the Kainatak and other parts of the Province 

280 Persons vishing to c£un interest on their surjilus capital also 
Jlisci-LLAKLous talcc to moncy-lcnding Most of them lend mone}'- 
Lendfus only to those whom they knov fairly well and on 

good secuiit.> The security generally favoured is land or ornaments 
This form of investment of surplus money is so easy and sate that 
a heterogeneous class of money-lenders has sprung up m various towns and 
villages, composed of moneyed men and women, pleaders, pensioners, 
salary earners goldsmiths, small traders, artisans and even wage 
earners 


281 Amongst oLhei s/troj^s the most consjncuoiis aie the Multanis 
Poi icasous given in the last chapter w'^e have 
THEE Sheofi;, included a description of their operations m that 
chajiter, although accordmg to the definition adopted foi the purposes 
of tins mqmry, many of them remain outside the categoiy of “ indigenous 
banlcers ” These shroffs finance people by biyung or discoimtmg then 
hu7idis Then share in the finance of trade and mdustry of the Province 
IS so important that \ve have had occasion to lefer in seveial chapters to 
their activities Theie is no need, therefore to say an}drhmg more about 
them here They are not the only financiers w ho lend money by buying 
hundis Amongst the miscellaneous class of moneyed persons in Sind 
who have taken to the business of money-lending are some wealthy 
persons who give loans to parties knoivn to them and whose hund'is 
they can leadily accept Their ojieiations are, however, confined 
strictly to a small clientele whoso /m»d?6 they puichase at moderate 
lates of interest 


282 The merchant, oi the adatya, sometimes lends money to the 
growei of commercial crops 01 to the artisan on the 

Meeohaei, Com.- vmderstandmg that Ins ciops or fmished products 
^sroA OEM on tliroiigh the lender The rate 

of mteiest varies from 9 to 12 per cent The 
agriculturist, oi aitisan debtor, is in se\ oral cases thus bound hand and 
foot to the creditor 

Wholesale merchants finance retail merchants and dahh, and these in 
turn finance the small traders Wholesale merchants either sell goods 
on credit oi advance loans to small traders, as mentioned in Chapter VIII 
Usually the local sowcai is himselt the dalal or agent In some 
cases trading is subsidiary to money-lending, while in otheis money- 
lendmg is subsidiary to the mam business 

Gm owners also take a little jiait ui financmg agiiculture, sometimes 
on condition that the boirower sells his crop to the lender or gets 
it ginned at the lender’s factory 

There is a general impression in several quarters that some export 
houses finance agriculturists tluough their dalals We have not 
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lind, IlOA^e^el, any nntliontic ovKlence on Ihc subject On the contxarj^ 
tlie resuHs of our niquirics pojnt lo tlie conciliation tbat these firms 
do not directly or nidirccth adMincc loans to agriculturists nndtlns 
IS boi lie out, as regards finnncc of cotton by the im C'^tigationa of 
the Indian Central Cotton Coninnttoc It is probable houevci, that 
the loan iivinsactions of those coniniission agents or daJaJs, uho 
are financed by the funis, iuid ulio also do inonct -lending business 
as slated above, have gnen rise to the inijiiession that the e\])ort hou«cs 
have their hand in iiiial finance have .seen in Chapter '\^II that 
these houses do finance nieichaiits and ooniniission agents So far as 
internal trade is concerned, tlu' funds of the big liouscs to a certam 
extent find tbeii A\a'\ to the laiious hazar'< thiough the agency of the 
coiimiissioii agents and (hdnh 

283 In Chapter XIl (Legislation and Legal rioccdiire) we have dealt 
fully with the question of controlling the ojierations 
Lioislstio” nioiic} -lenders and the introduction of a sistem 

of legistration and licensing For the leasons 
stated in that chaptei w e do not support the proposal for licensing nione} - 
lenders, but suggest that there should be legal jiroMsions foi the regula- 
tion of tlieir accounts 

28d The question of the Pathan money-lenders fonned part of the 

rsTuvs Mom A- subject matter of the enquiry ontiustodto us The 
1 1 PombayPiotsCommittce of Pt20 also called attention 

to it as a subject dcsciAung special consideiation and suggested tbat wo 
should investigate the question In most of the dist nets w hieli aa'c Ausitod. 

, AAo rocciA'cd evidence about the alarming mannoi m Avhicli the Pal bans 
carried on money-lending business We also collected information from 
A^arious district magistiates and the Commihsionci of Police m Bombay 
to ascertain the extent of business earned on by these people, the terms 
on AA Inch they adA'anced loans and the methods adopted foi recovery It 
appears from tlio inforniation receiA'cd by ns that except in Knuara and 
m parts of >Sind. the Pathan is to bo found in small or large numbcis in 
aU the parts of the Pioauucc In Sind be sells articles on credit and docs 
actual money-lendmg bnsmoss Tlie Patban’s business is confined more 
to particiilai classes of people than to jiarticular tracts NcA^ertbelcsa, 
it can be said that indnstiial towns, AA'hcre there are laigo classes of 
indigent people, baclcwaid tiacts and famine zones constitute tbeir 
splioro of operations Pooi wage carneis such ns factory workers, 
memal scrAxants, peons, loAV-paid clerks, aboriginal tubes, depressed and 
baclcAAaid classes foim then usual clientele Sometimes men m a bettei 
position, snob ns railway sciA'ants leceiAUiig good saharics, also inAmkc 
tbeir assistance Except m a foAV tiacts such as Sbabpui in Tliana 
district and parts of Gujeiat AA'hcre cnltrA'afois belong to Kaliparaj 
classes, the agiicultiuists ns a class do not icsort. to these Pathan 
money-lendois 

The Pathans adA'anco any amount from Be 1 to Es 500, but tbeir 
usual limits are from Bs 6 to Es 50 Tlie rates of interest are A'cry 
high two amias per lupoe pei month being A'eiy common, aa'IhIo in some 
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cases tte rate rises even to 360 per cent Default m payment leads 
to levy of penal interest Tlie period of repayment varies from one 
week to tkree yeais, lint most of the loans are for short periods rangmg 
from one week to three months Piormssory notes and signatures 
or thumb impressions m IJiata books are the most common forms of 
acknowledgment obtamed from the debtors 

Eecoveries are made regularly and punctually In cases of default 
the Pathan uses force to make recovery He seldom resorts to law courts 
as abuse, threat, mtimidation, obstruction, violence and even other ques- 
tionable means of recovery answer the purpose equally well, probably 
better, so far as he is concerned Even when crimmal force is used 
agamstthe debtors, the poorer classes of population are so much terronsed 
that complamts agamst the Pathans for the use of force are seldom filed 
We are informed that tliree Pathans u ere boimd ovei under Chapter VIII 
of the Criminal Procedure Code m the Kolaba district and that two 
complamts were received m another district m which the accused were 
convicted and sentenced The capital mvested by the Pathans m this 
provmce ranges according to the estimates furmshed to us from 
Es 4,000 m Eatnagiri and Bqapur toEs 1,00,000 orBs 1,50,000 m 
Ahmednagar and East Khandesh 

In considermg the question of money-lendmg by the Pathans, one has 
to remember that they deal with classes of people who have practi- 
cally no credit and to whom even the village money-lender refuses to 
make any advances The sums advanced by the Pathan are usually 
very small m amount and given foi temporary accommodation The _ 
lender runs a great risk of losmg his money and has naturally to charge 
a higher rate of mterest than that pievaihng m the tract It is, however, 
not so much to the high rates of mterest, and these are undoubtedly 
exorbitant, that the ob 3 ection agamst the system of money-lendmg by the 
Pathans lies It is the means and methods that he uses for the recovery 
of his dues that are objectionable Assaults, msults to debtors, both 
men and women, mtimidation and wrongful restramt are some of the 
measures adopted Actual cases of violence may not be many, but the 
methods employed are such as to keep the borrower m perpetual fear 
of bemg victimised Should wrongful methods of recovery be resorted 
to by the Pathans, the best course would be to prosecute them This, 
if possible, would be certainly one way of checkmg the evil, but the 
people who deal with him are so ignorant and are so terror-stricken that 
they scarcely dare file a complaint against them The result of the action 
recently taken m Bolaba is reported to be very salutary Some of the 
Pathans are reported to have closed down their buamess m the district 
after proceedmgs weie taken agamst the three Pathans We tbmk 
that it IS very necessary for district authorities to watch the conduct of 
the Pathans engaged m money-lendmg, especially m tracts where the 
population IS baclcward, and take, whenever necessary, the imtiative m 
prosecutmg the Pathans where they are found harassmg the people 
It would be too much to expect the oppressed to come forward to file 
complamts of their own accord Even when Government take the 



:>18 


]iiitiatuc, ovideme inii> not ho fortlicomiim <ig.uns< the Pathans owing 
to the le<ii engencleied in tlie minds of the in] mod paities We suggest 
theiefoie, tliat wheic complaints about oppiession by Pathans are 
( ommoii and no piococdings can lie taken against them nndor tlio ordinarv 
law , Govoininent should take action undei section 3 of the Foioigners’ 
Acf' 01 iindoi some special legislation and deport such monc} -lending 
Pathans as aie found to bo a menace to society A few such cases of 
deportation will ha\o a \oi> wholesome effect m curbing the e\il 


* India Act III of ISC4 
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CHAPTER XV. 


Miscellaneous 


285 In any suivey of the credit organisation of a country the question 
BAMiEsa Law banking legislation ought to receive caieful 

consideration in the light of the experience gamed 
concerning existmg and defunct institutions In India the problem 
assumes greater importance as it is not a mattei merely of taking 
precautions agamst unsound ba nk i n g, the necessity for which may have 
been felt m the past, but also a question of popularismg the banlang 
system, cultivatmg the ba nk i ng habit, j)romotmg thrift and mspirmg 
confidence m the stability of bankmg institutions The question of 
bankmg legislation was beyond the purview of our mqimy, it being one of 
the subjects reserved for the Central Committee to investigate We did 
not, therefore, call for evidence on the subject and received no suggestions 
except mcidentally from one or two quarteis The Bombay Shareholders’ 
Association particularly called our attention to the need for special 
banlang legislation but we did not pursue the matter furthei m the 
course of the oral e%'idence of the representatives of the Association 
We find, how'ever, from the standard framework for the Provmcial Com- 
mittees report settled by the Central Committee and received by us after 
our exammation of Nvitnesses had been concluded that the Provmcial 


Committees aie exjiected to deal with the question of bankmg law and 
amendment of law relating to bankmg practice In the circumstances 
we can do no more than ofltei a few general observations on the subject 
Banks in India are at present governed by the Indian Compames Act 
some ofthe sections of which impose certam obhgations on banlcs concern- 
ing registration and maintenance of registers of shareholders, the keepmg 
and audit of accounts, the piepaiation of balance sheets and the 
publication of balance sheets and statements of affairs in prescribed form 
There are no specific provisions for the conduct and management of the 
busmess of banks The Imperial Bank of India is governed by a special 
Act, mz , the Imperial Bank of India Act, which imposes various 
lestnctions on the activities of the Bank, havmg regard to the fact that it 
occupies the privileged position of actmg as bankers to Government 
The exchange banks are not required to be registered m this country and 
they g-re not therefoie subject to the same provisions of the Indian 
Compames Act as aie apj)hcable to bankmg institutions mcorporated m 
India With the growth of Indian jomt stock banks much experience 
has been gamed concermng defects in organisation, supervision and 
management Particularly, after the bank failures in 1913, which 
brought many defects to hght, the desirabihty of imposing certam 
restrictions on banks has received considerable attention and suggestions 
have frequently been made to provide legal safeguards for protecting 
depositors as well as the banks themselves Since the year 1913 there have 
Ireen several cases of failures of Indian banks mcorpoiated under the 
Indian Compames Act Such faduces are apt to shake the confidence of 
the mvesting pubhc m credit mstitutions, especially when the failures are 
due to fraudulent management 



286 There appears to be a consensiis of opinion that the use of the 

term “ bank ” should be restricted to mstitutions 
^ doing banlang business proper As stated in chapter 
XIII, the term “ banking ” has defied all attempts 
at defimtion, but according to the accepted mterpretation of the term 
a bank mcludes “ every person, firm or company having a place of 
busmess where credits are opened by the deposit or collection of money 
or currency, subject to be paid or remitted upon draft, cheque, or order, or 
where money is advanced or loaned, or stocks, bonds, bulhon, bills of 
exchange or promissory notes are received for discount or sale ” 
Bankmg essentially means dealmg in other people’s money, but the 
term is often appropriated by money-lenders who do not receive deposits 
and by persons who combme tvith the busmess of receiving deposits and 
makmg advances other busmess not ordmarily associated with or included 
m banlang It is, therefore, necessary to provide by law that the use of 
the term “ bank ” should be restricted to a person, firm or institution 
registermg itself as a bank and domg exclusively what is ordmarily 
understood as bankmg 

287 AU the orgamsed banks, Indian as well as non-Indian, carry on 
Vebnaottlae their busmess m Enghsh, cheques and pass- 

SoRiPTs books are printed m Enghsh and, with the exception 

of the co-operative banks and a few jomt stock banks which recogmse 
cheques and signatures m the vernacular script, the use of vernaculars is 
discouraged It is obvious that in a country where few can read and 
write Enghsh such a pohcy is bound to retard the progress of bankmg 
We propose to deal more fully with the question m the next chapter m 
connection with the problem of investment habit and attraction of 
capital 
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CHAPTER XVI 


Investment Habit and Attraction of Capital 

288 Wlien. comparisons are made between tbe number of banks and 

tbeir transactions m tbis Province and m a province 
Growth of the or state of similar size in Europe or America, one 
Vestment Hamt ° superficial View that tbe bank- 

mg and investment liabit is of very slow growth 
m tins Province This conclusion would not, however, be warranted 
by the facts of the situation, for it fails to take into consideration the 
large volume of business carried on by indigenous bankers m every 
nook and corner of the Province and ignores the slowly growmg 
ba nkin g business of co-operative societies and banlcs 
The development of banking m any commimity is dependent on 
its progress in education, its abihty to save and mvest, the stability of 
its currency system, the expansion and contraction of credit m response 
to the demand of trade, mdustry and agriculture, the facilities available 
for the safe keeping of savmgs, and lastly, on the degree of confidence 
inspired by its credit mstitutions In the chapter on “Agricultural 
Credit ”, we have emphasized the value of the difiusion of general educa- 
tion m building up a sound and stable system of credit VTiat is true 
of credit is equally ap^ilicable to the groivth of the mvestment habit 
and the attraction of the savings of the people for productive employ- 
ment Where education is more general, as m urban areas, capital is 
not, as a rule, shy and can be attracted, provided facilities for invest- 
ment are developed This is borne out m this Provmce by the large 
volume of financial support extended to joint stock organisations. 
Government securities and postal cash certificates, and by the 
experience of jomt stock and co-operative banks Indian joint stock 
banking has made considerable progress in this province, and co- 
operative urban bankmg has not found so congemal a field for the tapping 
of local capital anywhere in India as in this Provmce AVe may, however, 
observe here, that even with the progress of education and the provision 
of modem banking facilities, the mvestment habit will not grow unless 
people possess the capacity to save Nothmg vnll promote this 
habit and develop banlong so effectively as measures for raising the 
eammg capacity of the agricultural population 

289 Among the agencies created for the encoiiiagement of thrift and 

the attraction of savmgs, one of the oldest and the 
most important is the postal savings bank Savmgs 
banks were first established m the Presidency towns 
between 1833 and 1835, and later on, district savmgs banks were attached 
to certain district treasuries The system of post oflSce savings banks 
Was mtroduced m 1882 These banks took over the business of the 
district savings banks m 1886 and of the banks m the Presidency towns 
m 1896 The Government of India run the savings banks through their 
Department of Posts and Telegraphs, and the deposits collected by the 
banks are absorbed m their general resoiuces AVith the grant of cei tain 
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facilities to depositors in the 3'^ear 1914, the volume of busmees has risen 
considerably in recent years The following statement shows the numbei 
of accounts opened and the balances held at the end of each ■yeai during 
the ten years 1919-20 lo 1928-29 m the Province moluding Indian 
States 


Yenr 

ICiimber of 

Closmt,' Bnlnmo 


tttcoimts oppnwl 

Bs a ]) 

1910 20 

>4,608 

1,83,46,036 1 4 

1920 21 

34,232 

4,85,16,720 13 10 

1921-22 

J3,448 

6,06,96,417 2 11 

1922-23 

33,613 

34,484 

5,33,40,269 10 9 

1923 24* 

6,49,79,086 10 '>■ 

1924 26* 

>5,903 

5,38,63,284 12 2 

1926 26* 

, 36 876 

6,36,46,120 12 4 

1926 27'- 

42,278 

5,64,69,863 0 11 

1927 28* 

37,408 

0,31,88,776 1 11 

1928 29* 

64 680 

Not a^nIlnblo 


*The figures for tlieso ycnis mcludo figures for Bnluchistiiii also, as separate figures foi 
Said are not a-vnilablc in tlic annual icpoi te on tlic Posts and Telegraplis for these yeais 

It may be observed that the amoiuit of deposits m this Province was 
a little more than one-fifth of the total deposits for the whole country, 
includmg Indian States 

The limits of deposits to be made and the total balance that can be 
held by a single depositor were raised in ] 914 from Es 200 and Es 2,000 
to Es 750 and Es 5,000 respectively, while the limit for balances in 
minors’ accounts is Es 1,000 only Various suggestions for raising 
these limits have been made to us with a view to iiopularizing the system 
of post office savings banks as a means of promoting tlmft We suggest 
that the limit in respect of minors accounts may be raised, but ve do 
not agiee with the suggestion that the ordinary hmits should be raised 
still further We also recommend that persons ha^^ng accounts 
should be pernntted to make deposits and -withdrawals by means of 
cheques, in selected post offices The use of the cheque in post 
office savings banlcs as an instrument for transfer of funds from one 
indmdual to another should, we suggest, be gradually encouraged 
A small commission may be charged on such cheques on presentation 
foi collection at other centres Another facility we recommend is 
the provision for the opening of accounts m the names of two persons, 
payable to either or survivor, and for the recording of nomination of the 
heir to wdiom payment is to be made m the event of the depositor’s death 
The present procedure for payment to heus of deceased depositors is 
necessarilj’- dilatory' as the legal position has to be examined for all 
claimants of largei amoimts and it can be improved only if the 
foregomg suggestion is accepted The Postmaster-General stated, in the 
course of his evidence, that his Department does not hesitate to open new 
savmgs banlc offices where there are fair prospects of busmess, but we are 
inclmed to believe that the number of such new offices will increase if some 
preliminary propaganda is carried on, and if in the experimental stage in 
selected areas officers of co-operative societies or village school-masters 
serving as jiart-time postmasters are entrusted w'lth thew’orlv of collecting 
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depo'^its and passins^ them on to the nearest post office savings 
banks 

290 The Post Office operate the S 3 ’'stem of postal cash certificates 
Postal Cash CEuai- by vhich large sums are being raised in recent 
iicATEs years for the finances of the Government of India 

The system vas introduced to provide an attractive investment for the 
savings of the middle classes and other sections of the xmpulation, and to 
utihze these as an additional source of credit for the Government of 
India The scheme has been wholly successful in attaming the two- 
fold object Government had in \'iew The foUovmg figures shov the 
sales of post office cash certificates m the Presidency jiiopei with the 
changes in the rates at which they were available, from time to time 


Statcrmni shoiviny the amount of ca^h cotijicales issued in the Bomhay 
Piondency dining theyeais 1923-24 to 1928-29 



Es 

a 

P 

1923-24: 

1,32 10,192 

8 

0 

1924-25 

1,38,07,665 

0 

0 

1925-26 

2,45 76,042 

8 

0 

1926-27 

1 85,43,300 

4 

0 

1927-28 

1,43,84,278 

0 

0 

1928-29 

1 15,49,567 

0 

0 


Rates for a ceiLificate of Rs 10 



Rs 

a 

P 

1st April 1917 to 1st Apiil 1923 

7 

12 

0 

1st April 1923 to 1st April 1926 

7 

8 

0 

1st April 1926 to 1st July 1927 

7 

12 

0 

1st July 1927 to 1st August 1929 

8 

0 

0 

From 1st August 1929 

7 

12 

0 

Some suggestions have been made to us with a view 

to encouragmg 


this form of investment Of these, the oulv one ve approve of is the 
introduction of a system of nominations as proposed foy sainngs banks 
There is considerable divergence of opimon regarding the smtabihty of 
the rate of interest paid on these certificates , a fe\v witnesses urged an 
increase, tvhile a large majority held that the rate now earned w^as so 
high as to divert a good portion of the siirjilus capital to this form of 
investment, at the cost of deposits wuth orgamsed banks and indigenous 
bankers There were some witnesses who went so far as to propose the 
vnthdrawal of the system We are unable to accept this view inasmuch 
as the system has had valuable results in drawing out, for remunerative 
and safe investment with the State, the savings held by individuals in 
urban areas We hold that the terms on w'hich the cash certificates are 
issued are now comparatively high and set up a competition on unfair 
terms with banks and bankers , v/e would suggest a lowering of the 
yield so as to keep it on a par eith the prevailing yield on Government 
securities As few changes as possible should be made in the rate of 
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interest wlncli should be fixed, lilce the rate of interest payable on post 
ojfice savings banks 

The classes of population taking advantage of the tvo systems 
described above are mainly tbe educated middle classes. Government 
servants, men in tbe professions and other indi\uduals with fixed 
incomes, as well as some petty indigenous bankers and sotvcars, and only 
occasionally the landed proprietors T\Tiile agriculturists are not gene- 
rally among the depositmg classes they are indirectly affected by the 
system, for it has been repiesented to us that had these resources not 
been dramed away for the use of the Central Government, they would 
have been available, at least in part, for investment for the benefit of the 
agricultural classes and for the finance of local trade and industry 
through co-operative banks or indigenous bankers 

291 We recognise that with three difierent authorities — ^local, 
provincial and central — anxious to raise funds by 

Use of Savings borrovungs from the general pubhc, there is bound 
to be some overlappmg m their operations and ev'^an 
conflict of mterest It is also me^’ltable that out of the savin^'s.o of the 
people available for mvestment in a local area, some portio'^ will be 
drawn outside the area, but such free circulation of capital clannot be 
objected to as it is generally conducive to national development \ Essen- 
tially, the national and the local mtcrests are identical , and mb' only 
precaution that is necessary is to secure that local works of pubhc 
utihty and local banks and bankers are not starved of funds From 
the evidence recorded by us, we are, however, comnnced that the diver- 
sion of funds outside the districts has in some centres gone too far, and 
the pmch is beginning to be felt seriously by local trade, mdustry and 
agriculture We have already suggested that the late of mterest pay- 
able on cash certificates should be reduced, and we anticipate that this 
mU have some efiect m checking the flow of investment m that channel 
That step however, is not enough , and with a \new to utilismg the credit 
of the State to cheapen the cost of credit for agriculture, we have already 
recommended in paragraph 93 that a part of the amount collected by 
Government through the post office should be placed at the disposal of 
oo-operative societies, or be advanced as tagavi to mdividuals 

In view of their policy of borrowmg fiom rural and urban areas imder 
the jurisdiction of local and provmcial authorities, the Central Govern- 
ment mcur a certam measure of responsibility foi seemg that the local 
population have the benefit of the general sa%Tngs of the commimity for 
then economic development Hence, m addition to the recommendation 
made above, we suggest that the Proinncial Governments should have 
a claim on the Central Government for cheap fimds for the development 
of agriculture, trade and mdustry and for the grant of loans to pubhc 
bodies such as mumcipahties and local boards on reasonable terms 


292 Another method by which Government meet their “ ways and 
means ” requirements is by the issue of Treasury 
Bills This IS a system of borrowmg well known 
in England and introduced here first during the peiiod of the Wai. It' 


TRrASEiiy 
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lias been levived in leeent yeais, witb this modification of pohoy that 
these bills are now issued throughout the year instead of m the slack 
season when they are useful to the money-market m drawing away 
and utihsmg the seasonal surplus funds in banks and with bankers The 
borrowings are now not on a short-term basis, as was the original practice, 
but bills of mne or twelve months’ maturity are becommg almost a nor- 
mal feature of Government financial operations And, of late, the rates of 
interest have been higher than are justified by the conditions of the money- 
market and natiually have the efiect of divertmg investments towards 
this channel The result is that higker rates have to be paid on banking 
deposits, and, as a further consequence, the terms on which credit is 
made available for trade and mdustry have to be raised unduly These 
features of the system, if persisted m, are, in our opimon, likely to hamper 
the growth of deposit banlong and may, m the long run, even aSect 
the lending operations of banks which would be inclmed to prefer this 
safe mvestment with Government at high rates of mterest to advances 
on usual terms to then own customers As the system of treasury 
biUs IS chiefly mtended for the larger investors m centres with 
money-markets of then own, we do not recommend the adoption of any 
measures for malong the issues popular among the investmg classes in 
upcountiy centres 

293 The existmg facihtiea for mvestment in Government securities 
are, we believe sufficient but we recommend the 

isvi-sTjrrsr in opemng of Pubhc Debt Offices in Karachi and 
Govubnment Srcuisr- jy^aeqabad both of which are centres of consider- 
able financial importance and at winch there is, we 
understand from the evidence tendered to us, a fair volume of deahngs 
in Government securities These two centres may also be authorized 
to issue treasury bills at the advertised rates after acceptance of tenders 
Our attention was called by some witnesses to the shght setback to 
the popularity of Government securities issued in the form of scrip 
transferable by endorsement caused by certam lecent fraudulent trans- 
actions where endorsements were forged It is open to investors, if they 
so prefer, to apply for stock certificates, and bearer bonds may be issued, 
as was the practice when War Loans were floated, to those who do not 
mmd the risk mvolved in keeping secuiities in that form But the 
transferable bond ivill remain the most popular scrip and the only sugges- 
tion we have to commend to the notice of Government is that mterest 
coupons should be attached to the bonds and that the procedure for 
renewmg notes, issmng bonds of smaUei denommations, endorsmg for pay- 
ment of mterest, or changmg enfacement is simplified and speeded up at 
the Pubhc Debt Office Banks may help better than they do at present 
m popularizmg mvestments in securities by reducing their charges for 
safe custody, for purchase and sale of securities oi collection of mterest 
and by ofiermg attiactive terms, as the Imperial Bank of India occasion- 
ally does when the issue of new Government loans is announced, for 
purchase of the loans m mstahnents It was the practice for Govern- 
ment when subsciiptions to new issues were mvited dutmg the years 
of the War, to attach a post office section intended for investment by 
MO Y 5 — 15 
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persons of small means, particularly in uj)country centies This 
practice may be revived, and the new issues advertised by means of 
vernacular posters put up at all public bmldinga in the districts The 
use of vernacular figures on the body of the bonds would also be an 
attractive mnovation 


294 We have referred above to the 'important part played by co- 
operative societies in promoting thiift and develop- 
ing the habit of investment Deposits with 
co-operative banks and societies serve the double 
purpose of encouraging savings and of malang fimds 
available forthc finance and marketing of agricultiiial 
cottage industries The following table gives 
information about the fimds raised through various means by diSeient 
types of societies on 31st March 1929 — 


Il,VLSTMl.NT or 
.Savings in Co 
OIERATIV t SOCIL 

nrs 

pioduce and for 


1 

1 Deposits 

1 

1 

.Shares 

Members 

Noii- 

Jlembcrs 

Total 

1 


Rs 

Rs 

Rb 

Rs 

Agricultural Societies 
Non-Agriciiltiiral Societies 

Central and Proi incial BaiiKs 

20,00,263 

84,76,019 

41,80,024 

i 

76,94,559 

1,7.3,49,074 

43,2‘,634 

54,65,700 

1,43,20,350 

3,12,80,999 

2,84,35,972 

\ 

2,42,65,948 


Few' co-operative banks in this Presidency have introduced the system 
of home savings boxes In Bombay City, thcie have been started in 
recent years some thrift societies, wdiich do no other business than the 
coUectron and investment of the savings of members The usefuhiess 
of co-operative banks in the piomotion of the investment habit lies in 
this, that w’-hile deposits w ith a State sainngs bank aie drawm aivay foi 
bemg absorbed in its general resources, the co-operative organisation 
enables a productive use being made, in a local aica, of the savings of the 
local commumt}’-, and there is the further advantage that these operations 
.ire conducted by an agency respon.sible to the local organisation and 
enjoying direct touch with the people We w'oidd, therefore, like co- 
operative societies and banks to explore all avenues for drawing to them- 
selves the savings of the small man by offering attiactive alternative 
plans for savings deposits, such as aic promoted by the National Sai'ings 
Associations in England Village societies, wdien not in a position or not 
authorized to accept deposits from the general public, should, w'here- 
ever possible, be encoiuaged to function as collecting agencies for their 
central banlcs 


295 J oint stock banks, including in this categoiy the exchange banks, 
Samngs ivitii equally promment role in the promotion 


Banks and 
Agencies 


IVITII 

OTHER 


of thrift, but their field of eftort is limited practically 
to the metropolis and to the larger centres of pojnila- 
tlon such as Ahmodabad, Karachi, Ppon.a or Surat, Moreover, owmg 
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to tte size of tiieir operations they generally find it difficult to get into 
toucli witli persons of small means If, witlim city limits, tliey open 
small brandies they may be able to widen tbe field from wbicb they 
attract capital TMs Provmce contains some of tbe largest ]omt stock 
compames m India, formed for purposes other than banking, and tbe 
shares and debentures of some of these compames afiord attractive 
investment It is also the practice for several mdustrial concerns, 
especially textile miUs, to receive fixed deposits from the general pnbhc 
and the sums so invested are substantial We would note here that there 
IS an obvious danger to depositors if such deposits are used for other 
than current purposes 

296 Several mteresting suggestions were placed before us w’lth a view 

to extendmg the facilities for investment of savmgs 

Extension oe and for iawmg out savmgs from different 
fc^sTUEOT^ classes of the commumty One of these was 

the issue by Government of premium bonds, 
which are a common feature of the borrowing schemes of the 
Government of France A low rate of mterest is offered on the bonds 
issued, but large prizes are awarded annually by lot, and the chance of 
securing a handsome prize attracts investors to lend money at a lower rate 
of mterest than they would otherwise be prepared to accept With the 
mtroduction of an element of speculation, the circle of investors is widened 
and the net cost is lower than Government would have to pay were they 
to borrow at the market rates We do not, however, favour the issue of 
such bonds as we are of opimon that the idea of attachmg prizes drawn 
by lot fosters the gambling mstmct and is likely, m the long run, to 
affect adversely the development of habits of thrift and investment 

297 The formation of mvestment trusts w’-as also suggested to us as a 

I NVESTMENT method of encouragmg the mvestment habit and 

Texjsts of enabhng the small investor to derive from the 

available mvestments m the local and foreign markets those advantages 
which accrue at present only to individuals or corporations that can 
spread their investments over a wide field, and secure a high return by a 
judicious pohcy of averagmg returns These mvestment trusts have 
grown to a marked extent m England, Scotland and particularly m the 
Umted States of Ameiica In England, co-operative mvestment trusts 
have been recently estabhshed, which, though open to all, are intended 
mainly for the small mvestor The maximum shareholdmg is hmited 
andthe accounts are audited by public auditors appomted by the Treasury 
These trusts meef very satisfactorily the needs of the small mvestor, 
who gets a good return on his savmgs and has the assmance that his 
capital will not depreciate m value The basic prmciple of their workmg 
IS that not more than 5 per cent of their capital funds are mvested m 
the capital or debenture stock of any single institution Though, 
such mvestment trusts, if formed, would undoubtedly mcrease the 
scope for mvestment m India, we are not convmced that they are a 
practical proposition to-day, as the money-markets do not provide that 
variety of scope for mvestment which is essential to the successful workmg 
of a trust It IS true that foreign mvestments are open to a trust 
MO X 6 — 16a 
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constituted in India, but considering the present credit needs of tbe 
countiy itself we would dciirecate any move wlucb lias the eftect of 
divertmg tbe flow of Indian capital for investment outside tbe coimtry 


298 Tbe object 

LxFL I^SUEA^OL 


of life insuiance is to teacb indmduals to practise 
lluift and to compel them to sa^ e periodically so 
as to piovide for contingencies sucb as old age oi 


death These small savings of individual investors are collected and held 
for safe and profitable investment in appro\ ed classes of undertalangs 
We may obseive here that Bombay is tbe jnoneer in the matter of 
insurance enterpiise m India and possesses a large number of life 


msmance compames, some of which arc very well established in the 


Ime and command substantial resoiuces Some of the life insuiance 


compames issue policies for such small amounts as Es 250 but the benefit 
of even these small policies is confined mainl}’- to towns and cities There 
IS a vast field for the spread of the operations of life insiuance companies 
in rural areas and among the landed gentry Government imdertake 
through the post office to insiue the lives of Government servants 
In %new of the existence of a laige number of local hfe msmance compames 
and the willingness of these to undertake the insurance of persons of 
small means, we do not see any special need to extend the operations 
of the jiostal insurance system to peisons othei than Government 


servants 


299 Similai to msmance schemes in the matter of encomagmg 
peiiodical savings are piovident funds, started by 
PiioviDLNT Funds pubhc bodies and corjiorations foi the benefit of 
then employees The object of such fimds is to 
provide the employees on their letuciuent or, on their death, them 
dependants with a faiily laige sum of money The system by which 
such a sum is accumulated is as follows Each employee has to set aside 
a certain fixed percentage from his monthly pay These compulsor}’’ 
savings aie accumulated and at the close of the year the employei's 
generally contribute an amount which bears a certain fixed proportion 
to the employee’s contribution dmmg the year The whole sum together 
wnth the interest thereon is payable to the employee on his retuement or 
to his dependants, if he happens to die earlier Promdent funds started 
by Goi’-ernment and Eailw'ay admimstrations are governed by the Provi- 
dent Funds Act of 1925, one important feature of which is that 
the compulsory dejiosit of a member of such a fund cannot be assigned or 
charged and is not liable to attachment under the order of any Court 
A similar privilege is given by the Bombay Co-operative Societies’ Act 
to the promdent funds started by co-operative societies The local 
Government have also the pow ei to extend the j)rovisions of the Provident 
Funds Act to local bodies w'lthin the meaning of the Local Authorities 
Loans Act of 1914 U^e have not been able to get figmes about 
contributions to all the important provident funds In some cases, the 
operations of such fimds extend all over the country and it has not been 
possible to get statistics relating to this Province only The following 
statement, however, giving information about membership and -amounts 
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contributed to tliree of such funds during tbe last four yeais, will give 
some idea of the woi king of these funds — 




Number of employees 

Total amount 

Year 


contributmg to 
Pro\adeiit Fimd 

contributed m 
Rupees 

1926-2G 


19,643 

16,90,862 

1926-27 


21,831 

18,01,262 

1927 28 


23,011 

19,00,662 

1928 29 


23,865 

19,47,966 


300 Owing to the needs of its industrial and commercial under- 

takmgs, Bombay has also interested itself in the 

Inshbakoe or ojeneral insurance and the leading Indian 

Cattle and Gnor'’ ° i i re -n l 

compames have then head omces in Bomba)’’ 

These insurance compames are of recent growth, but as soon as they 
develop, we would wish these to turn their attention to the possibility 
of framing schemes for the insurance of cattle and crops The need for 
such for ms of insurance was emphasised by some witnesses, but in Auew^ 
of the experience of co-operative cattle insurance societies in other 
Indian provinces, we would not like any fresh schemes to be embarked 
upon, either by Government or by co-operative oiganisations, unless the 
actuarial aspects of the proposals are thoroughly investigated in a 
scientific mannei If such investigations prove that a scheme is practic- 
able, Government should consider whether any State help is necessary in 
the imtial stages to make it a success 

301 Non-Indian insurance companies compete with Indian 

In-vestvem or companies in both fields of insurance and especially 

INSTTEANOE CoMPA- in that of general insurance As observed above, 
hies’ Funds these Indian companies are of recent origin Further, 

for the insurance of articles of import and export, the non-Indian 
compames enjoy, m a large measure, the patronage of the exchange banks 
"Whether there is any discrmimation, is a question w^hich may be exammed 
by the Central Committee, as oui terms of reference do not include the 


operations of exchange banlcs There is, however, one aspect of the 
busmess of non-Indian insurance companies which has a vital bearing 
on the development of the banlnng resources of the coimtry These 
compames raise large funds m India on the insurances they efiect, and 
these growing funds merge in the general resources of the compames at 
their various places of domicile We have had no means of ascertainmg 
what portion of these funds are permanently invested in India to the 
benefit of the national lesomces of the country In any case, there is 
no obhgation on any non-Indian company to invest a certain proportion 
of its funds in India, although w^e rmderstand that Indian compames are 
subjected to such a restriction in a number of countries In several 
countries, compames have to deposit a fixed amormt before they can open 
busmess. In some, the deposit is increased accordmg to the business 
secured in that coimtry In other countries they have, m addition, to 
invest a certam proportion of their income from premia in the securities 
of that country In view of the credit needs of India herself, and the 
depletion caused in her banking resources by the ivithdrawal for 
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investtnent outside lier boiders of the premium income derived m tlie 
country we recommend that steps should he taken to secure by 
legislation that all non-Indian compames place some initial deposit with 
Government and also mvest a certain percentage of their income from 
premia in India in approved Indian securities 

Insurance compames have a dual role to fill They have not only to 
collect the sa\ungs of the commumty and inculcate habits of thrift, 
but they have to develop a science of investment By a judicious lay- 
out of their laige resources they can render valuable assistance to public 
utihty undertakings and to schemes of housmg improvement, land 
mortgage oiedit and industrial finance, and prove good gmdes and 
supporters of Government and municipal bodies in their loan opera- 
tions We should very much ivish to see the large and grovung resources 
of Indian and non-Indian compames harnessed effectively to foster the 
development of agriculture and industries in India 

302 In England, the formation of the National Savmgs Committee 
has done much, during recent years, to educate 

Savings or Aori- public opimon in the value and importance of 
coLTURisTs cultivating the habit of thrift and to populanze 

the various types of savmgs ceitificates available There is a network 
of local associations which supply the drivuig force to this campaign 
We behove that m this Province wider propaganda and local effort will 
be helpful in aidmg the flow of savings to co-operative and other banlcs 
and in drarnng out capital for investment m the post office savings 
banks and cash certificates The bulk of the population, the 
agricultural classes, vill, hovcvei, not be affected by any propaganda or 
facihties for savings so long as the majority of them are poor and remain 
in a state of perpetual indebtedness Though the authorities of the 
post office have no records shovmg separately deposits made bj^ agri- 
culturists, the general imjiiession is that the volume of these is negligible, 
except perhaps m a veiy few favourably situated tracts hke Gujerat, 
where some large cultivators may have been able to save and invest 
After the disposal of the season’s crops, agriculturists have to meet the 
dues of Government or their landlords and to pay oft the debts incurred 
for current needs as well as interest on and a moiety of the prmcipal of 
previous debts Out of the surplus, cultivators of the better type some- 
times undertake expenditure on petty works of land improvement 
In times of plenty and m tiacts outside famme zones, they may have, 
for a couple of months, temporary surpluses vuth local sowcais and 
occasionally with co-operative societies, to be diawn upon very soon 
either for domestic requirements or for the current needs of agiiculture 
In Dharwar, our intensive mquiries show that the system of advancmg 

* Mr Buckley regrets he cannot accept the recommendation that some deposit should 
he made by a non Lidian msurance company doing business in India, coupled nith the 
reservation that a certam proportion of the premia received locally should not bo remitted 
but should remam and bo mvested in Indian securities Ho considers as not unreasonable 
the suggestion of an mitial deposit to bo made by any company desirous of domg 
msurance busmess here, pro\ided the amount of such a deposit is not undulj onerous, 
but feels that any attempt to legislate that a portion of the premia funds must remain 
m India is unsound, ill advised, and not in the mtercsts of the country 
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even small amounts to fellow-agricultuiists is fairly common The 
purchase of a few trinkets for the women is umversal Wlien large 
surpluses accrue, as they did during the period of high prices purchase 
of land IS a favomite method of utilizing these Such purchases are 
often uneconomic and tend to inflate the value of land This form of 
investment, however, is very popular among men who wish to leave to 
- their sons some land which they can cultivate or lease, smce land ofters 
juactically the only form of 23roductive employment for the bulk of the 
population and is an unfailing source of credit The trend of the evidence, 
both of official and non-official, was that mvestment m gold and 
silver had gone down in volume and had, in some districts, become 
almost impossible, owing to changed economic conditions We beheve 
the extent of hoardmg in precious metals has been exaggerated, as the 
per capita holding of gold and silver is small in value In defence of 
this investment, it was urged that these were the most dependable 
forms in which the agriculturists had leaint by tradition to maintam 
their savings to serve as emergency resource, providing as they do 
a ready means of seeming credit 

It has been rexiresented to us that the habit of hoarding and 
development of banking are closely boimd uji with the confidence which 
the national systems of currency can inspire in the public mind, and 
particularly so in India It is stated that since the metallic and paper 
currency in India is not convertible into gold coins people are tempted 
to hoard the precious metals to seeme a ready supply of gold It is 
urged by some commercial bodies and other institutions that the 
saving and banlcing habit will not be developed unless the country has 
a full gold standard and gold currency As this subject lies outside 
om puriaew we cannot discuss it here * 

We are, however of opmion that whatever so-called hoards may be m 
existence among the nch landed jiroprietors or the lural trading and 
money-lending classes can be mobilised for the enrichment of tlie national 
resomces by introducing a system of gold certfficates, repayable in gold, 
at the option of the holder As pointed out by the Hilton Young 
Commission, the offer of such certificates would constitute a jiowerful 
incentive to investment and a jiowerful antidote to hoarding As soon 
as it has been established bj”^ experience as a certainty that gold is always 
forthcoming for the certificates on raatunty, it is to be expected that 
there will be a gradual replacement of hoards by certificatcb Another 
way of economising the precious metals is the expansion of paper 
currency, and to promote its wider use we recommend the re-issue of the 
one Rupee currency note, jirinted on paper of good quality 

303 The evidence we have received all over the Province goes 
to show that with the opening of new banks m 
CinQUE^mBiT different parts, the gradual education of the people 
m banlang habits, and particularly as a result of 

* Professor ICale, Mr V L Mehta and Mr Chikodi think that the connection between 
the country’s currency system and the subject of hoarding and banlang ought to liave 
been prominently brought out, and that it should have been recommended to the Central 
Committee oi Gov’-ernment to consider this aspect of the problem of banking development 
m India, 




the abolition of the stamp duty of one anna on chef^ues, the use 
of cheques has grown considerably during the last few years In the 
year 1914-15, the value of cheques cleaicd thiough the clearmg 
houses at Bombay and Karachi amounted to Es 1G9 crores In 
1918-19, the figure had grown to Rs 592 crores , in the year 1924-25, 
it was Es 668 crores and in the year 1928-29 it was Rs 680 crores As 
stated m Chapter X, the removal of the stamp duty on cheques appears 
to have given a great impetus to the use of cheques It has been the 
experience of bankers that the removal of the duty has led to an increased 
use of this negotiable instiuraent, the increase m the number of cheques 
estimated in the case of the Indian ]omt stock banlrs bemg nearly 
30 per cent But the eftect of the abolition of the duty has been felt 
prmcipally in the mqfvss}], and particulaily m the case of men uith 
small accounts who naturally resort to small banks or to branches 
of the Impenal Bank of India The figures of co-operative banks 
too prove conclusively that there has been an increase both in 
the number of new accounts opened and m the number of cheques 
issued The removal of the dut}’^ has had the effect of indiicmg the 
operung of accounts hy the trading classes and by mdigenous banlcers, 
who resented the payment of one anna every time they had to draw 
funds from their accounts At all places where there uas in existence 
some banlong organisation, u e found a grouing and gradual tendency 
among the commercial and banlong communities to open current 
accounts ivith banks, paiticularly until a view to usmg these for collec- 
tion of cheques from other centres oi for malnng remittances to such 
centres Such extension of the use of the cheque can be encouraged by 
chargmg, as the Imperial Banlc of India did till very recently, low rates 
of exchange on upcountry cheques , and fiom this point of view we 
regret that this policy should, while our inquiry uas in progress, have 
undergone a change The levy of higher rates may be justifiable from 
the Banlds own pomt of mew, but it unll have the imdoubted efiect of 
discouraging the wider use of the cheque as a means of settlmg accounts 
We have aheady referred to this matter in Chapter X and have 
suggested the continuance of the concession m a modified form 


304 The use of cheques among the agricultural classes in several 


Use or Verna 

O0LAB SORU’TS 


places IS practically unknown, though lately with the 
opeumg of branches of the Pl 0 ^nnclal and other co- 
operative banks the cheque as an mstiument of credit 


IS well imderstood and used by members of milage societies in certam 
parts of the districts of Sataia, West Khandesh, Poona, Surat 


and Broach The extension of the use of cheques among the agricultural 
classes m these districts has been rendered possible by the banlrs con- 
cerned adoptmg the pohey of acceptmg cheques drawn, signed, and 
endorsed m the vernaculars, and of issmng vernacular cheque books 
and pass-books The use of the local vemaculai has also been accepted 
by jomt stock banks m Ahmedabad, and is gradually commg mto vogue 
m Bombay We find, however, that the banks sometimes reqmre 
account holders, unable to write Enghsh, to sign cheques m the 
vernacular in advance, m the jnesence of baidc officials, it bemg 
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left to tlie former to fill in blanlcs as regards date, name and amoimt 
as necessity may arise "V^Tiere this procedure is followed, the .customer 
IS generally asked to mdemnify the banlc agamst the loss that It may 
be put to owmg to the neghgence of the customer m takmg care* of such 
cheques Such restrictions on the use of the vernacular script, mvolvmg 
as they do serious risk and inconvenience to the depositor, must cause 
great hardship and must retard the progress of banlong We are of 
opimon that the example set by banlcs winch have recognised vernaculai 
signatures and endorsements and which do not appear to have mcurred 
any loss on that account should be followed by the other banks It has 
been suggested to us that, if a customer so desires, pass-books should also 
be mamtamed m the vernaculai This will mean additional trouble and 
expense, but the mcrease m busmess that may be hoped for m conse- 
quence wiU perhaps more than repay the addikonal cost 

Even if the use of the local vernaculars is accepted freely by all banlrs, 
the absence of any knowledge of letters operates as a serious bai to the 
spread of the cheque habit among the bulk of the population who are 
illiterate The resort to thumb impressions raises additional complications, 
the only solution of which will be found in the general difiusion of 
education among all sections of the commumty A further difficulty in 
the way of the popularity of the cheque m India is that the procedure 
of passmg it for payment is dilatory and the process of encashment takes 
much longer than it does, for instance, in England We have tried to 
examine the reasons for this complaint, but besides suggesting to the 
banks the desirabihty of simplifying then procedure, the only remedy 
we can lecommend is the openmg of a number of branches, m a large 
city like Bombay, which will reduce the rush of busmess and enable 
ledger-keepers to deal with customers more expeditiously Another 
facility that can be given by banks is to keep their current accounts 
department open for receipts and payments at such hours m the 
mormng or evenmg as may be convement for their customers who find 
it difficult to attend during the regular business hours of the bank 


OHEQurs ON Savings 
Banks Accounts 


305 We recommend ] omt stock and co-operative banlrs having savmgs 
banilc accounts to adopt the practice of allowmg 
savmgs accounts to be drawn upon by cheques, as 
proposed m the case of savmgs banks accounts 
earlier m the chapter The salaried and the professional classes prefer 
savmgs bank to curient accounts, and they will be mduced to use cheque 
currency only if payments through that medium are acceptable for opera- 
tions on their savmgs banlr accounts Payment of salaries to the 
employees of Government, public bodies and large corporations by means 
of cheques wiU be useful m promotmg the cheque system only m so far 
as such employees are mduced to have bankmg accounts of their own 


306 One way of encouragmg the use of cheques by the rural classes is foi 
Government to accept freely payments of Govern- 
Acoeptance or ment dues through the medium of cheques at all 
or LAOT^RrvE™!' ^ treasuries Under a recent notification, such pay- 
ments are accepted at treasuries which are managed 
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by branches of the Imperial Bank of India The number of such 
branches is, however, limited, and the branches are usually situated at 
distrrct h*eadquarters Agriculturists rvho frequently resort to the ialuka 
headquarters on busmess do not find it convement to go long distances 
to make payments at branches of the Imperial Banlc of India m central 
towns, but can easily do so at sub-treasuries in their own talnlas We 
were assured by several experienced treasury officers that no admims- 
trative difficulties would be caused bv the acceptance of such cheques, 
subject to the credit of amoimts after collection We suggest, therefore, 
that the present facihties should be extended to all tahiJui sub-treasuries 
and district treasuries 

307 We shall deal now with the part played by the Imperial Banlc of 
India 111 promotmg bankmg development in the 

Shake of Impf Provmce It is difficult to assess its importance 
D?vEWPMr °or properly m the absence of mformation regardmg the 
Bankiko operations of the Banlc at its various branches We 

have received some mfonnation relatmg to the 
wo rkin g of the Banlc m the Province as a whole, but the statistical 
material about the operations at branches which wn had asked for has 
not been supphed to us The lack of this mformation has also prevented 
us from verifymg from statistical data the statements made by witnesses 
m several parts of the Provmce regarding the Baidc’s operations 

The branches of the Imperial Banlc of India m the Province now 
number 23 as agamst 12 when the amalgamation of the Presidency 
Banlcs took place In our view', the eflect of the pohey of Govern- 
ment m askmg the Bank to open the branches has enabled it to render 
an important service to the community As a State-aided institution, 
the Bank has a practical monopoly m the use of the fimds of public or 
quasi-pubbc undertakmgs, of institutions conducted or controlled by 
Government, the security deposits of Government contractors, or the 
balances of the estates of minors admimstered under the Court of 
Wards Act In addition, the branches attract deposits from other 
classes of the commimity, and the general impression at all centres we 
visited w'as that the local branches w'ere very successful mdeed from the 
pomt of view of raising local capital, ow'mg to the stabihty afforded by 
the Bank’s close association w'lth Government At most of these centres, 
the expression of this view was coupled rvith the complamt that the bulk 
of the capital so raised was not made available locally To the larger 
issues arismg from this policy we refer m Chapter VIII The only 
general suggestion we can make at this place is that the local agents of 
the Bank may, subject to the restrictions of the Act and to superinten- 
dence by the Blead Office, be allowed some wider discretion m the grant 
of advances than they now enjoy They should be thoroughly farmliar 
with the language of the district and make every effort to come into 
eontact with the commercial commumty of the place The progressive 
development of local channels of mvestment should be looked upon as 
one of the most essential duties of the agents With a view to estabhshmg 
regular touch with their local chentele, we have suggested the constitution 
of advisory cormnittees as an expeijmental measure in a few selected 
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centres Tlie committees mil be of assistance in piovidmg points of 
contact between the Bank and local banking, tiade and mdustries At 
present, indigenous bankers and local traders are sliy and hesitate to 
apply to the local branches of the Bank foi financial accommodation 
as they are not sure abont the treatment that would be accorded to 
.their demands The methods we suggest will, we beheve, be helpful in 
bridgmg the gulf that now separates the Banlc’s branches from those 
who stand m need of credit 

The other valuable service rendered by the new branches of the 
Imperial Bank is the accommodation ofiered m the inofussil at low rates 
of interest, thus brmgmg down the incidence of mterest charges for 
local trade A similar service is the provision of remittance facilities 
on cheap terms, thereby assistmg in the easy flow of money from the 
pro\’incial headquarters to the mofussil and vice versa But both these 
semces would be dearly bought if a joint stock corporation enjoying 
State patronage used its resources to compete on unfaii teims with local 
bankmg agencies, indigenous, jomt stock or co-operative 

lYhile on this subject, we should lilcc to dwell on some of the other 
aspects of the workmg of the Imperial Bank of India The system of 
malong advances by discounting usance bills has not been developed 
to any consideiable extent at any of the blanches of the Banlc with 
the exception of the branch at Sukknr, but the arrangements foi 
advances against pledge of agncultmal iirodiicc or other commodities 
and against deposit of gold are, ive weie able to ascertain, gradually 
growmg in favour vith local customers even at new branches Voiy 
little has been done by the Bank to develop local industries, but 
facihties are available for financing internal trade and are 'iiemg 
availed of, xiarticularly by the larger trading firms, gm-ovners, and 
busmess houses having connections vitli Bombay It can haidly be 
said, as observed above, that regular connections have been established 
with local indigenous bankers, and the suggestions made to forge oi 
strengthen links between Ihe tivo agencies arc examined in onr chapter on 
“ Indigenous Bankers ” 

Mention was made by ceitam witnesses of the fact that some of the 
branches of the Imperial Bank of India ivere not remunerative Even if 
this statement were correct, it is no argument against a Bank standing in 
the position of the Imperial Bank of India continuing to mamtain such 
branches when necessary in the general mterests of the community 
Some important commercial bodies alleged that the manner m which 
the branches were being staffed was too costly to render the opening 
of more branches a paying proposition In the chapter on “ Indigenous 
Bankers ” we have dealt with the proposal placed before us that the 
Imperial Bank of India should utilize the agency of mdigenous bankers 
for developing banking in centres not served hitherto by its branches , 
but we should like to emphasize here the need for Indiauization of the 
staff in charge of branches, both with a view to reduemg the cost of 
management and promding a personnel that undeistands the language 
and IS conversant with the life and habits of the people among whom 
business has to be conducted We hope that the authorities of the 
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Banlc will now embark upon a ^^go^ou ‘3 policy of Indianization in flu 
near future, particularly in piomoting Indians to higher and more fespon 
sible positions 

We have referred above to the complaints that we received about the 
neglect by the Imperial Bank of India of local channels for investmenl 
and the concentration of resources at the local Head Office But b \ en ir 
Bombay city there is a general feeling among commercial and industria 
circles that credit facilities have lately been curtailed by the Bank 

The follomng figures taken from the statement supplied by the Banl 
show that the advances by way of loans and cash credits hav( 
gone down consideiably duimg the last five years at the Bombay 
Presidency It may be that the shimkage in business is due to the fal 
in puces and general trade and industrial depression, or it may be dm 
to a change in the policy of the Bank The reduction m business is 
however, so large that we consider it is a question which may be 
usefully discussed b}’^ the Central Committee wuth the authorities o: 
the Bank 
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"While m Madras and the Punjab, the local Indian joint stock banls 
have opened a fanly large number of branches, the joint stock banks ir 
Bombay have not show n similar enterprise Karachi, Ahmedabad, Poonr 
are the only jilaces where there aie branches of the larger joint stocl 
banks It is doubtful if the very small centres can be reached by joinl 
stock banks, as the local business which is mamlj'- agricultural financi 
does not suit them The only banking organisations possible aie smal 
urban and central co-opeiative banks or their branches But in smal 
centies contiguous to places where there aie regulai branches, joint stocl 
banks as well as the Imperial Bank of India and co-operative bankf 
may w^ell adopt the system of having part-time branches worlanj 
two 01 three days in the week, and city blanches worlang a few hours oi 
pay days, all these to be looked after by peripatetic agents wffio are alwaj’'! 
on the move This sj’-stem has worked satisfactorily in lural aieas ii 
England and may be found heljiful in this Province m developing 
deposit banlaiig tlirough a network of branches of the laigei banks 
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CHAPTER XVII 

Gondusions and Summary of Recommendations 

308 We eie charged mtli an inquiry into the existing conditions of 
banking in the Province and to consider what steps, if any, were desirable 
and feasible for the improvement of agricultural credit and credit facih- 
ties for small industries, for the growth of mvestment habit and attraction 
of capital and for the development of indigenous bankmg In the 
preceding chapteis we have embodied the results of our mquiry under 
each head and our suggestions and recommendations for the improvement 
of the existmg conditions In this chapter we propose to give a summary 
of oui conclusions and recommendations, but before we do so we should 
like to emphasize the opimon expressed by us in the Introductory 
Chapter that in order that any improvement in the existing credit system 
and bankmg facihties might be effective it should be accompamed by 
measures for raismg the standard of living and economic condition of the 
mass of the population and for building up its productive strength 

Infioductoiy 

1 The first prelimmary to any refoim in the economic and bankmg 
organisation of the Province is to collect accurate and reliable data 
With a view to making an organised effort for the collection, collation 
and interpretation of economic data, a Board of Economic Epquiry 
should be set up as early as possible 

Clia'pters 11 and 111 

These chapters are descriptive 

Chattel IV 

2 The total agricultural debt of the ivhole Province is estimated at 
Rs 81 crores (Paragraph 49 ) 

3 The debt works out at fifteen times the total land assessment and 
at Rs 26 and Rs 20 per net cropped acre and cultivated acre, respec- 
tively (Paragraph 50 ) 

4 The total debt forms about 53 per cent of the average value of 
the total agricultural produce of the Province and is nearly two and a 
half tunes the annual cash requirements foi agricultural operations 
(Paragiaph 50 ) 

5 The average debt per family comes to Rs 329 The percentage 
of fannhes free from debt is 13 in Smd, 21 m North Gujerat, 23 in 
South Gu]erat and 29 m the Konkan (Paragraphs 50 and 54 ) 

6 Amongst the causes of indebtedness may be mentioned, imsatis- 
factory economic condition, ancestral debts, improvidence, purchase of 
land at heai 7 prices and tabng up leases of land at high rentals 
(Paragraphs 55 to 59 ) 

7 Amongst the main purposes of borrowmg are current agricultural 
needs, domestic reqmrements, mamages and other ceremonials, and 
htigation (Paragraph 59 ) 
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8 Eebable statistics about the transfer of land from agriculturists to 
non-agriculturists are not fortliconimg but the figures so far as they are 
available mdicate a tendency for lands to pass from the hands of 
agriculturists to those of non-agncultunsts (Paragraph 60 ) 

9 A large portion of debt is taken for unproductive purposes 
(Paragraph 63 ) 

10 The sources of loans arg money-lenders (both professional and 
agricultural), co-operative societies, Government {iagavi), landlords and 
commission agents (Paragraphs 64 to 66 ) 

11 The rates of interest vary from tract to tract, the usual rate bemg 
12 per cent m South Gujerat, 36 per cent in Smd (Paragraph 88 ) 

12 Small loans are given on personal secmity Loans for larger 
amounts or for long periods are given on security of land (Para- 
graph 69 ) 

13 In all schemes of debt redemption, it is essential to make a ver)^ 
careful mquiry into the character of the boriower and his income and 
ability to repay, and to fix the instalments in such a way as to enable him 
to make repayment out of his surplus income (Paragraph 71 ) 

14 It would be better for the agriculturist debtor m many cases to 
dispose of a part of his land and Lee himself at once from debt rathei 
than to inciu a fresh debt to repay an old one (Paragraph 71 ) 

GJiaptei V 

15 The number of people who have to borrow for their current needs 
is large The percentage varies from 66 m Broach to 94 m Smd 
(Paragraph 74 ) 

16 In dry tracts, not much capital is reqmied to finance the current 
needs of the agriculturist, while large amounts are reqmred m canal 
tracts, sugarcane growers reqmrmg as much as Es 600 to 700 pei acre 
(Paragraph 75 ) 

17 The total annual credit requirements of the agriculturists of the 
whole Province are estimated at Es 32 J crores (Paragraph 76 ) 

18 The sources of borrowing are the sowcar, the co-operative 
society, the agricultuiist money-lender, the landlord, the merchant, 
friends and relatives and Government (fagam) (Paragraphs 77 to 84 ) 

19 The rate of mterest on Government tagavi is 6 75 per cent The 
usual rate of mterest charged by co-operative societies is 10] J] pei cent , 
while the soivcai’s rate varies from 9 to 36 per cent (Paragraph 85 ) 

20 Personal security is accepted generally for loans for current needs 
(Paragraph 86 ) 

21 A serious defect of the present system is the want of co-ordma- 
tion amongst the various lendmg agencies (Paragraph 88 ) 

22 The defects of the soivcan system are the unregulated character 
of the financial deahngs and the complete dependence of the illiterate 
borrower on the soivcar (Paragraph 88 ) 
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23 Tlie defects of tlie tagavi system <aie tlie piotracted period of tlie 
prelimmaxy mquiry and tlie leakage to whicli tlie loans are at times 
auliject (Paragrapli 88 ) 

24 The defects of the co-opeiative system are delay in the disposal 
of applications and the madequacy of finance (Paragraph 88 ) 

25 While there is consideiahle room for makmg credit easier than at 
present, facile credit is no panacea for the ills the agriculturist is suffering 
from (Paragraph 89 ) 

26 Unless the horiower is educated and understands the econonuc 
value oi credit and exercises judgment and prudence in its use, no -system 
of finance will be of any appreciable benefit to him (Paragraph 90 ) 

27 The opimon of the Royal Commission on Agriculture that “ in 
Co-opeiation hcs the salvation of the rural classes of India ” is endorsed 
(Paragraph 91 ) 

28 In order that the soivcar imy ofi;er better conditions the hind- 
rances irlaced in his wa'^s by law and legal procedure should be removed 
(Paragraph 92 ) 

29 Go-vernmenu advances tagavi at present only in times of fanune 
or distress and ordmarily m famine and backward tracts The tagavi 
pohey should be hbeiahsed, and, besides the tracts mentioned above. 
Government should advance tagavi m places where the co-operative 
mov'^ment has not made mucli progress (Paragraph 93 ) 

30 The Government of India should place at the disposal of the local 
Government a part of the money raised through post ofiice savmg banka, 
for being advanced to co-operative societies, or as tagavi to individuals, 
at a rate of interest not much higher than that allowed to the depositor 
(Paragraph 94 ) 

31 It would be to the interests of everybody concenied if some kmd 
of co-ordination can be arranged between the soivcai and the co-operative 
societies (Paragraph 94 ) 

32 In famine tracts, some amount out of the tagavi grant or from the 
Famme Insurance Fund should be placed at the disposal of the 
co-operative societies for being advanced to smtable agriculturists, and 
finance should be arranged foi a cycle of years consistmg of a normal 
period of good, bad and mdiffeient years (Paragraph 95 ) 

33 In such areas, the question is not merely one of finance What is 
needed is the conservation of moisture by dry farming and other land 
improvement (Paragraph 95 ) 

34 In the canal tracts of the Deccan, the situation is becommg serious 
owmg to rise in cost of cultivation and fall in price of sugarcane It is 
essential that the repayment of the outstandmgs should be spread over 
a number of years and that the Provmcial Bank should give the 
necessary mstahnents for the purpose For the bigger cultivators, a 
land moriigage bank should be started to supply current finance, while 
for the smaller ones oidmaiy co-operative societies should contmue 
to make the necessary advances. (Paragraph 96 ) 
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35 In the case of abougmal tractfa, the only two piaciio.il lemedios 
arc the spread of co-opeiativc societies on the lines followed in the Panch 
Mahals district and the grant of iagavi loans by Goveniment In eithci 
case, a speci.al stafi will be necessary to supervise and conduct the 
opeiations (Paiagr.iph 97 ) 

3G In Sind, foi big zemindars co-operative ^ctmndwi banlis 
would be the best means of finance not only foi cuiicnt agricultural 
purposes but also foi land improvement and redemption of debts 
(Paiagrapb 98 ) 

37 As foi the hun cither the zemindar must undeitaketo fmanoc 
him 01 he should get fin nice fiom the co-opeiative society, his zcmindru 
standing suiety foi him (Paragraph 99 ) 

Chapfc) VI 

38 Govcinincnt should maintain sepniate accounts m every district 
foi the loans advanced undci the Agricultuiists’ Lo.ins Act and the Land 
Improvement Loans Act fPaiagraph lOG ) 

39 A definite policy should be adopted m all districts, cspcci.ally 
those liable to drought to use the maclmiciy of the Land Improvement 
Loans Act foi agricultural lmpro^ement and famine protection as is 
bemg done at present m Bijapui (Paragraph 107 ) 

40 The scheme of adr anccs under the Land Improvement Loans Act 
through the agency of the co-opeiative movement has been only 
partially successful In order to make it moie successful, it is suggested 
that, in each district, nhcrc co-opeiation has made progress, there should 
be some officer of the Co-opeiative Department who has undergone 
trammg in the elements of agiicultmc and eiigmeoimg iiiactice, to 
examine the applications and also to watch over the proper use of the 
adv ances made inierc there arc iahika dcv^elopraent associations with 
a qualified staff, the services of the staff should be utilised by the 
Co-opeiative Department for this puipose (Paiagiaphs 108-9 ) 

11 An uivestigation should be made in every district, into the natural 
sources available for protection of land from famme Active propaganda 
should be midertaken m all districts to place before the agricultural 
population the advantages of going m for land improvement, the schemes 
of land improvement capable of being imdei taken in various tracts and 
the facihties that are available for long-term credit (Paragraph 109 ) 

4,2 Tliree co-opeiative land mortgage societies have been started in 
the Provmcc Government may nou consider uhethcr they should not 
permit the formation of more co-opciative land mortgage associations m 
different parts of the Province without awaiting the results of the woilc 
of the three societies (Paragraph 115 ) 

13 The arrangement of lending the services of a Government officer, 
for the systematic valuation of land, to land mortgage societies seems 
on the ■'vhole, to be the most suitable in the masting circumstances 
,(Paragraph_115 ) 
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44 In respect of valuation and grant of loans, control must, in 
tlie present circumstances, be centrabsed (Paragrapb. 115 ) 

45 Under tbe existmg arrangements, no portion of tbe margm 
between tbe borrowmg and lending rates is available to tbe local land 
mortgage societies IVbetber a fixed share of tbe profit should not be 
given to them is a question worthy of consideration (Paragiapb 115 ) 

46 Government, after comparison of tbe results of tbe workmg of 
tbe existmg societies, may decide what should be tbe area of operations 
of such societies m future (Paragrapb 115 ) 

47 Government should actively assist in startmg a central land 
mortgage bank (Paragrapb 116 ) 

48 Tbe bank should be registered under tbe Co-operative Societies 
Act (Paragrapb 116 ) 

49 Tbe bank should be allowed to issue debentures to tbe extent of 
twenty times tbe paid-up capital Government should take up tbe 
unsubscribed portion of tbe share capital and guarantee both tbe 
prmcipal and tbe mterest on tbe debentures and should undertake to 
take up a portion of them (Paragrapb 116 ) 

50 Debentures of tbe central land mortgage bank should ranlc as 
trustee securities under tbe Indian Trusts Act (Paragrapb 116 ) 

51 A separate land mortgage banlc should be organised for Smd 
If this IS not feasible, tbe central bank for tbe Presidency should open 
a branch m Smd (Paragraph 117 ) 

52 Tbe central land mortgage bank should establish contact with 
tbe special agency for minor irrigation works and utibse its services for 
tbe extension of irrigation (Paragrapb 118 ) 

53 We foresee a time, though not in tbe near future, when tbe tagam 
operations of Government imder tbe Land Improvement Loans Act 
wfil be gradually absorbed in tbe land mortgage sj^stem When this 
happens some mutual arrangement betv een Government and tbe bark 
wiU have to be made for tbe grant of suspensions and renussions Tbe 
grant of subsidies may provide a solution of tins problem when tbe 
question is eventually settled (Paragraph 1 18 ) 

54 Tbe grant of the power of foreclosure to land mortgage organisa- 
tions IS not recommended (Paragraph 119 ) 

55 Though it is not necessary to prohibit jomt stock associations 
from making advances to agricultimsts on the security of tbe mortgage 
of land, under any banlong legislation that is undertaken provision 
should be made for regulatmg tbe work of banks desuous of entermg 
tbe field of agricultural land mortgage credit (Paragraph 120 ) 

Ghaftei VII 

56. For tbe improvement of marketmg better means of commumca- 
tion and methods of transport are necessary Difidculties about good 
and sufficient roads are serious m Smd and also, to some extent, in 
Gu]erat (Paragrapb 139 ) 

MO s 6—16 
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57 The question oi giving to piodiicers rein esentotion on the Board 
of the East India Cotton Association deserves consideration (Para- 
graph 141 ) 

58 Early pro\ancial legislation seems necessary for standaidisation of 
A\ eights and measiues (Paiagraph 145 ) 

59 Co-operatne sale societies in this Province give promise of 
successful development The suggestion to empower such societies to 
compel their members to sell their produce through them is not approved 
(Paragraph 149 ) 

60 Co-operative sale societies should be given facilities for the 
construction of godoivns in the shape of loans, at easy rates of interest, to . 
be rejiaid by 10 or 20 annual instalments (Paragraph 149 ) 

61 The Bombay Cotton Waikets Act deserves to be appbed to im- 
portant centres of the Province at an early date (Paragraph 150 ) 

62 Eegulated markets should be estabbshed also for agricultuial 
produce other than cotton (Paragraph 150 ) 

63 Licensed varehouses should be introduced in a fe^\ important 
centres to begm ivith Baibvay administrations may be asked to 
construct such warehouses at selected railway stations It may be 
possible for local bodies and other organisation* in some of the important 
centres to constnict and maintain such warehouses (Paragraph 151 1 

64 The agricultural producer does not, as a rule, aeqiure mucb finance 
for marketing Eor those agricultiuists who wish to hold their produce 
facilities for finance are at present very inadequate The best wav of 
providing the n^’cessory finance would be through eo-operative sale 
orgamsations (Paragraph 152 ) 

65 Middlemen sutler considerably for W'ant ot finance on easy terms 
Their needs may be met adequately by the co-operative urban bank or 
by indigenous bankers if these are appointed agents of the central 
banking institution as suggested bv us in Chapter XHI (Para- 
graph 152 ) 

66 In the mofitssil, the question of banlis changmg their business 
hours durmg the busy season to siut the convemence of trade deserves 
consideration (Paragraph 152 ) 

67 Foi external trade, finance is supplied mainlv by exchange banks 
(Paragraph 153 ) 

68 Complaints of Indian hrms of standing tluit they do not get 
facilities from exchange banks oi even from the oidmarv ]oint stock 
banks for external trade deserve to be examined b's the Central Banking 
Enquiry Comrait<-ee (Pamgraph 153 ) 

69 Bankmg, adequitely developed and orgamsed, woidd prevent 
avoidable movement of monev m the ntofussil (Paiagraph 155 ) 

Gliapei VIII 

70 Betloi waiehoumig facilities should be provided at important 
centies and there should be an organised credit system suited to the 
requirements of small traders (Paragraphs 162-163 ) 
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7] There should be licensed warehouses in the interior of the 
countr} , warrants of hich could be freely transferred and made over 
to banlcs as collateral security for loans (Paragraph 162 ) 

72 It should be the policy of the central banlnng institution of the 
country to see that funds collected in difterent proymces are dutiibuted 
according to the needs of each (Paragraph 164 ) 

73 In order that such a policy is duly followed statistics regarding 
total deposits received and total advances made by the difterent banks m 
different areas should be collected and, if possible, published (Para- 
graph 164 ) 

74 The reqiurements of small traders and aitisans aie at present 
met to a certain extent by co-opeiative societies Such credit bv the 
co-operative mstitutions should be develojied (Paragraph 166 ) 

75 The suggestion to have pawnshops lun by Government, 
co-operative societies, or pawn-broking companies is not approved 
(Paragraph 167 ) 

76 The hire-purchase system should be extended to luban ana luial 
aieas, provided it does not result in the creation of a multiplicitv of 
hire-purchase mstitutions giving fn^'ile ciedit on piofuse scale 
(Paragraph 1 68 ) 

Ghaptei IX 

77 For a large numbei of cultivatois theie is no work on the fields 
for at least two to foiii months The problem is twofold (1) there 
should be suitable secondary occupations vhich the agriculturist can 
take up during the spa 1 C time at his disposal withoiit'^hanng to give up 
cultivation and (2) thcie should be industries in which a jioition of 
the population that cannot be supported bv agriculture may find 
employment (Paragraph 169 ) 

78 The mdependent weaver and hailcJiandai require loans on easy 
terms f 01 purchase of raw mateiial and foi voiking expenses during 
the period of production against ■(•he security of finished products 
(Paragraph 171 ) 

79 Introduction of improved appliances and methods and maiketing 
facilities are also necessary (Paragraph 171 } 

80 District mdustnal associations should be started to provide to the 
weaver cheap raw material and marketing facilities and to undertake the 
work of education and propaganda in close co-operation vvith the Depart- 
ment of IndustriCb Such associations should be tentatively started 
on a co-operative basis in three oi four important centres Funds may 
in the imtial stages be supjfiied by members and may be supplemented 
by loans from central banks oi Government and also bv grants-m-aid 
(Paragraph 171 ) 

81 Tl'ith a view' to msurmg co-oidination oi eftort and efficiency the 
w'eavers’ co-operativ'e societies should be affiliated to such associations 
(Paragraph 171 ) 

jio \ } — ic« 
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82 The gold and silver thread industry should be thoroughly 
re-orgamsed on modern lines The problem of marketing can be solved by 
the industry itself, forming associations on the Imes suggested above 
The Department of Industries should imdertako educative piopaganda 
by opemng demonstration factories and the trade commissioners 
abroad should furnish necessary information about foreign markets 
(Paragraph 172 ) 

83 There should be co operative industrial banlcs to furnish cheap 
finance to mdustnes such as the brass and copper vessel industry 
Where there is no such banlr, the co-operative urban banlc should provide 
the neoessaiy accommodation (Paragraph 173 ) 

84 In any scheme for the development of the small industries the 
question of openmg up new markets for manufactured goods should be 
placed m the forefront (Paragraph 173 ) 

85 Teachmg of weavmg as a secondary mdustiy deserves encourage- 
ment and it IS necessary that its introduction should be tried on a larger 
scale than at present (Paragraph 174 ) 

86 ^Knowledge of dairying, particulaily of the proper methods 
for preservmg miUc, and the best way of packing and pieservmg it should 
be widely dissemmated m the vernaculars Cheap transport, a rapid 
service, and easy means of communication should also bo provided 
Facilities for grazmg for dry cattle roimd about towns should also be 
given (Paragraph 174 ) 

87 The Department of Industiies should conduct mqvuries mto the 
possibilities of subsidiary occupations suited to local conditions, climate, 
position and tastes Such mquiries might be followed up by practical 
demonstrations of the advantages of selected mdustnes Enterprismg 
people might then be financed by banks at moderate rates of 
interest, and techmeal know-ledge and guidance might be placed at their 
disposal by officers of either the financmg bank oi the Department of 
Industries (Paragraph 174 ) 

88 To emancipate the artisan from the thraldom of usury the 
activities of the co-operative mov’-ement should bo moreased (Para- 
graph 175 ) 

89 A scheme should be formulated for startmg an industnal bank 
for the Provmce which may have branches wherever necessary 
Considenng the important place which such a bank would fill in the 
banking system of the coimtry, it should receive some measure of State 
aid (Paragraph 177 ) 

90 Smaller mdustnes should be financed by the branches of the 
proposed industrial bank (Paragraph 177 ) 

91 Until mdustrial banking plays its part m the mdustrial regenera- 
tion of the country, it should be the pohey of Government to render all 
possible financial assistance m fostermg new and existing mdustnes 
which hold out reasonable prospects of success and which are likely 
to assist in the economic development of the country (Paragraph 177 ) 
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92 Facilities sFould also be given at State expense for reseaxcb. 
into processes of production and metbods of organisation Some 
form of State-aid sbould be given to cottage industries also 
(Paragraph 177 ) 

93 There should be an Act for State-aid to mdustries so that the 
policy of assistmg mdustries might be pursued more systematically than 
at present (Paragraph 177 ) 

94 Government should enunciate and adopt a progressive industrial 
pohcy and provide a well-equipped agency to give efEect to such 
a policy It should not only carry out a comprehensive system of 
State-aid to mdustries but also undertake supervision work to see that 
the assistance given to the mdusbry is used for the purpose for which it 
was given (Paragraph 177 ) 

95 The Department of Industries should be endowed with sufS.cient 
resources, charged with defimte functions and mvested with authority 
to carry out the mdustrial pohcy of Government (Paragraph 177 ) 

96 There should be close co-operation between the Department of 
Industries, the Department of Agriculture and the co-operative move- 
ment, particularly m regard to the development of mdustries alhed or 
supplemental to agriculture (Paragraph 177 ) 

Chapter X 

97 To encourage co-opexative banks m then work of inland exchange 
busmess, the facihties for free remittance transfer, recently reduced, 
should be restored m places where no adequate facilities for remittance 
are available at present At places served by the branches of the 
Imperial Bank and other banks, co-operative banks should be allowed 
to transact remittance busmess and the facilities ordmarily given 
to the public should not be withdrawn from them At other 
centres free remittance facdities should be made available withm limits 
(Paragraph 186 ) 

98 The co-operative banks should also be given the facihties of getting 
funds by the sale of drafts on the apex bank at district and tahiLa 
treasuries free of charge (Paragraph 186 ) 

99 The existing facihties for supply bills should be extended The 
mmimum limit for the issue of these bills should be reduced from 
Es 1,000 to Es 500 The existmg charges for such bills should also be 
reduced and the restrictions that the bills should be drawn in even 
sums of hundred rupees should be removed Publicity work should 
be undertaken to apprise the public of the facihties available at the 

. treasuries for purposes of remittance (Paragraph 187 ) 

100 The Imperial Bank should give mcreased facihties for remittance 
and suggest ways and means to Government of giving facihties to jomt 
stock banks, co-operative banks, indigenous bankers and the pubhc 
generally through its own local offices and branches and their treasuiies 
and sub-treasuries (Paragraph 187 ) 
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insured letters (Paragraph 188 ) 

102 Cheques should be accepted m payment of land revenue, local 
rates and taxes The procedure of banks for encashment of cheques 
should be mo lihed so as to expedite paj’^ments on account of cheques 
(Paragraph 191 ) 

103 The Negotiable Instiuinents Act should be amended so as to 
provide that negotiable instruments includmg cheques and bills of 
exchange, ivluch aie expiessed on the face of them as draivn to bearer, 
shall not, despite any endorsement, lose their character as bearer 
instruments (Paiagraph 192 ) 

104: The Federation of Indian Ohambei's of Commerce and Industry 
should be asked to consider the question of the desirabiht’y of staudardismg 
-the varying usages governing Intmli transactions with a view to arriving 
at a solution of the jiroblem in consultation with the associations 
concerned (Paragraph 1 95 ) 

105 The st<unp duty on utudali /nnidit, should lie .ibohshed 
(Paragraph 196 ) 

106 Other mean-, of pojiulansing dealings in hvndit, are suggested 
(Paragraph 197 ) 

107 The Iinpciial Banlc should take steps to remove the impression 
that V ith the exception of the miiltam shroffs indigenous bankers do not 
get from the Bank facilities which thev should receive as bankeis 
(Paragraph 198 ) 

108 Co-opciative banks and indigenous bankers should be encouraged 
to do hiindi business in the mofztssil and they should be apiiointcd, if it 
can be arianged, agents of the Imiieiial Bank (Paragraph 199 ) 

109 With a view^ to leducing the amount of frozen cajutal in business 
introduction of trade accejitance oiedit is desirable (Paragraph 200 ) 

110 The protection given imdei Section 85 of the Negotiable 
Instruments Act to banks m respect of forged endorsements on cheques 
should be extended to drafts drawn bj’’ one branch of the banlc on 
anothei or on the head office The procedure laid down in respect 
of cheques should be accepted m respect of demand hwuhs also 
(Paragraph 201 ) 

Chapter XI 

111 The number of peiaons dependmg on agncultiue who have 
come within the fold of the rinal credit movement is 10 7 per cent 
of the total agricultural population of the Province (Paiagrapk 206 ) 

112 It IS essential that the question of piopei selection of members 
should be borne in mmd by those responsible for management oi super- 
vision of primary societies (Paiagraph 208 ) 

113 Membership of such societies should not liecome imwueldy 
(Paragraph 208 ) 
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114 Attempts must be made to teacli e\ ei> membei oi co-opeiative 
societies not only Ins iigAts and pimleges but also his duties and 
lesponsibilities This work should he imdertaken hy the Provmcial 
Co-operative Institute assisted by the tramed stafi of the Go-opexative 
Department The co-operative movement has a claim on the lesources 
of Government for expenditure on such education (Paiagraph 209 ) 

115 A piopei and tunely preparation of normal ciedit statements by 
piimary societies is necessary Every central bank should take special 
care to see that this is done (Paragraph 210 ) 

116 Special limits of loans are being fixed m the case of suitable 
members of primary societies where ordinar)^ limits are not sufficiently 
high Such limits should be fixed for a period of three years 
(Paragraph 211 ) 

117 Loans to mdividiial members should be advanced as far as 
possible m mstahnents and not in lump (Paragraph 212 ) 

118 In the bye-laws as well as m the accounts of the societies, 
short-term, intermediate and long-teim loans should be clearly 
distmgiushed (Paragraph 213 ) 

119 Separate societies should be orgamsed for big landholders in the 
Presidency proper as is bemg done in Smd, wherever there is a large 
number of such landholders (Paiagraph 214 ) 

120 Great care is uecessaiy as regards selection and traming of supei- 
visors engaged by supervismg unions Selection should be subject to 
the approval of the district federation of imions, wherever such exist 
(Paragraph 215 ) 

121 Banks may advance loans to primary societies to finance good 
members only, even when others have defaulted In the present state of 
development it is not necessary to enforce the principle of coiporate 
lesponsibihty too rigidly (Paragraph 216 ) 

122 Before cancelhng a mismanaged society, the union should have 
the authority, with the consent of the Begistiai, to suspend a society 
and to entrust its management to a suitable person or persons for a 
defimte period, not exceeding two years (Paragraph 217 ) 

123 The Co-operative Department has been following a pokey of 
consolidation and improvement rather than of expansion durmg the last 
few years It is necessary now that, with all the ordmary safeguards, 
more societies should be organised wherever the ground is ready for 
them (Paragraph 218 ) 

124 Share system would be a better method for encouragmg thrift 
than compulsory^deposits The need for voluntary fixed deposits wiU 

_ however, lemam and members should be encouraged to make such 
deposits (Paragraph 219 ) 

125 Efforts may be made to mtroduce savmgs deposit system in all 
well-managed primary societies (Paragraph 219 ) 

126 A federation of urban banks should be organised m each of the 
Imgrustic divisions of the Provmce (Paragraph 221 ) 
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127 Co-operative urban bants should not be allowed to finance ]Oint 
stock concerns The needs of suck concerns can be met more appro- 
priately by mdustrial banks (Paragraph 221 ) 

128 Urban banks may be allowed to finance bigger mem provided 
they have sufiicient funds to satisfy the demands of men, with small 
means The suggestion that urban banlrs may be allowed to finance 
artisans’ societies within their areas is not approved as this is the fimction 
of district central banks (Paragraph 221 ) 

129 The busmess of urban banks can be considerably expanded if 
they make advances on security of agricultural produce and also on the 
security of gold and sdver where arrangements can be made for godowns 
and for proper custody (Paragraph 221 ) 

130 Urban banks should concentrate mamly on short-term busmess 
and should not lock up their funds m loans on the security of houses and 
landed properties (Paragraph 221 ) 

131 Salary earners’ societies should be looked upon primarily as thrift 
societies Credit when allowed should be based on the desire and abihty 
of the members to practise thrift (Paragraph 222 ) 

132 Factory workers’ societies are more of the nature of loan than of 
thrift societies and render service to their members mainly by securmg 
them funds for domestic expenses (Paragraph 223 ) 

133 In rural areas members of depressed classes should generally be 
advised to ]om local village co-operative societies It is not necessary 
to organise separate societies for such classes, except when the men are 
engaged m some special mdustries such as leatherwork or v eaimg, for 
which special arrangements for finance are required (Paragraph 224 ) 

134 Special societies v ould be necessary in urban areas for members 
of depressed classes constitutmg distinct groups by reason of then? being 
engaged in some particular trade and industry The best course for 
them, however, would be to seek admission to an urban people’s bank 
(Paragraph 224 ) 

136 ‘\^Tiere large numbers of the members of the depressed classes are 
engaged m the service of a public corporation, the public body may be 
mduced to start a co-opera tn’^e society’’ to vhich these men should be 
freely admitted as members (Paragraph 224 ) 

136 There should be co-ordmation between the co-operative sale 
societies and co-operative credit societies (Paragraph 225 ) 

137 For co-operatn''e land improvement societies it is necessary to 
take power under the law to compel a mmority to join a scheme and to 
contribute towards its expenses and mamtenance, when 75 per cent of 
the holders of land ownmg not less than three-fourths of the land 
faUmg Within the scheme agree to combine and form the society 
(Paragraph 226 ) 

138 Only seven per cent of the finance required by the agricultural 
population of the Province is supplied by the co-operative movement 
(Paragraph 227 ) 
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139 The ultimate policy as regards branches of the Provincial Banh 
should be to evolve a banlnng umon out of every one of them A begm- 
mng may be made by changing the constitution of the branch advisory 
committees so as to convert them mto local boards of directors and 
empower them to advance loans upto a certam maximum amount 
for a smgle society (Paragraph 231 ) 

140 A branch of the Provincial Bank may be converted mto a 
banlang umon, provided the latter is in a position to give the same 
facilities to its constituent societies as are given at present and 
two-thirds of the societies in the area agree to the conversion 
(Paragraph 231 ) 

141 The busmess of the central banks will considerably develop if 
they start branches withm the area financed by them (Paragraph 231 ) 

142 The proposal for the'centrahsation of all co-operative finance m 
one institution is not approved (Paragraph 232 ) 

143 The work of central banks should be co-oidinated by the organi- 
sation of a small committee consistmg of a representative of the 
Co-operative Department, one of the Provincial Bank, three of central 
banks and one of urban banks (Paragraph 233 ) 

144 Such a committee should look mto all important matters, parti- 
cularly the trainmg of the staff, their adequacy and efficiency, the 
borrowmg and lending rates of the banks, inspection of central banks 
and divisional federations of urban banks and similar matters of 
common mterest (Paragraph 233 ) 

145 It IS not necessary for central banks to co-operate for the purpose 
of lendmg and borrowmg on a provmcial scale (Paragraph 234 ) 

146 The co-operative movement has received certam concessions 
from Government Some additional concessions are recommended 
(Paragraph 235 ) 

147 The Provmcial Bank as the apex bank for the whole movement 
should have a substantial cash credit from the Imperial Bank 
(Paragraph 236 ) 


Chaplet XII 

148 The Dekkhan Agriculturists’ Belief Act should be repealed and 
a new Act contammg a few provisions to safeguard the mterests of the 
agriculturists should be enacted (Paragraph 239 ) 


149 The new enactment should apply only to small and eenume 
agriculturists (Paragraph 240 ) ^ 

160 Investigation of past transactions should be rendered nossible 
by requirmg money-lenders to keep proper accounts (Paragraph 240 ) 

Provision should be made m the Act for aUowmg mstalments 
for the repayment of the amount decreed (Paragraph 240 ) 

152. Preedom for agriculturists from arrest m expnifinr. a 
should be oontaiued. (Paiagiaph 240.) of decrees 
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]63 Suits no^\ decided b} the village miglit be entrusted to 

the village panchaynt, tlie giant of judicial pow ei to whom is nou undei 
the consideration of Government (Paiagiapli 240 ) 

154 The Usunous Loans Act is bemg availed of only to a small 
extent in this Province, the reasons bemg the compaiative novelty 
of the Act and the fact that greater lelief can be obtamed by 
the agriculturist under the Dekldian Agricultuiists’ Pelief Act 
(Paiagraph 241 ) 

] 66 The Usunous Loans Act should be utilised moie than is bemg 
done at piesent, but it cannot entirely replace the Dekldian Agriculturists 
Relief Act (Paragiaph 241 ) 

156 The licensing of money-lenders is not piacticable and is not 
theiefore recommended (Paragraph 242 ) 

157 Cieditois should be compelled to keep legulai accounts of aU 
transactions with then debtors and to furmsh every six months a state- 
ment showmg the balance outstanding and all transactions entered mto 
duimg the six months to which the statement relates (Paragraph 243 ) 

168 The provisions of the Lisolvency Act arc bemg abused m some 
cases Effective measures should be taken to check dishonest recourse 
to the Act (Paragraph 244 ) 

169 A simple Rural Insolvency Act may be enacted at an earl} 
date (Paiagraph 244 ) 

160 The Record of Rights is fairly acciuate, but in some places better 
supervision and control are needed to see that the entries are pioperl} 
and speedily made All rights and encumbrances should be correctly 
entered in the record (Paragiaph 245 ) 

161 Necessary steps should be taken for the speedy disposal of 
suits and prompt execution of decrees (Paragraph 246 ) 

162 To remove the legal difficulties nr relation to the just claims of 
money-lenders all suits for amount not exceeding Rs 200 should be 
referred to a board of three arbitrators for disposal (Paragraph 247 ) 

163 The operation of section 58 (jf ) of the Transfer of Property Act 
under which equitable mortgages are effected might be extended to a few 
other commercial centres besides Bombay and Karachi The por\ er of 
apecifymg such centres should be delegated to the local Government 
(Paragraph 248 ) 

164 When an estate is taken over for management under the Smd 
Encumbered Estates Act a part of the estate may be sold to repay the 
debt if the mcome is not sufficient foi the repayment of the debt within 
a period of five years Reasonable late of mtciest should be allowed 
on the outstandmg balance (Paragraph 249 ) 

165 A^Tien land is held by an inferior holder on terms which prevent 
him from raising money on its credit either the superior holder should 
finance the mfeiioi holder or should stand as surety for loans which the 
latter may obtain from co-operativc societies (Paragraph 260 ) * 
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166 In the case of inaheudble mam lands Government should 
either undertake to finance the holders by means of tagavi or 
should allow the lands to be mortgaged to co-operatrve socretres 
(Paragraph 250 ) 

G hapten XI IT 

167 The comj)lamt made b}'^ mdigenoiih banker. s that smee the 
amalgamation of the Presidency Banks the accommodatioir 
allowed to them bj’" the Imperial Bank has been curtailed should be 
examined Business unth the shoffs should be increased by an 
extension of rediscount busmess and bv advances against stocks 
(Paragraph 264 ) 

168 The Central Committee may investigate the complaint made 
by the local slnqffs that before the amalgamation of the three 
Presidency Banlis, the Bombay Presidency en]oyed the advantage of 
lower rates of interest due to the commercial development of the 
Presidency and its developed banking resomces, whereas the Imperial 
Bank now puts up the rate of interest so as to secure uniformity with 
the rates prevailing in other commerciaU}’^ less advanced provmces 
(Paragraph 264 ) 

169 The Imperial Bank of India should consider the suggestion 
that shoffs of approved standing and financial position should b© 
given the same credit facilities as are extended to certam firms on 
hypothecation of goods (Paragraph 264 ) 

170 With a view to bridgmg the gulf no\s separating the branches of 
the Imperial Bank of India from mdigenous bankers, local advisory 
committees should be appomted at important centres where the Imperial 
Bank has its branches The constitution of such committees should he 
such as to assure shoffs that their applications for financial accommoda- 
tion would receive due consideration (Paragraph 264 ) 

171 With a vien to recogmsmg, preserving and developuig the indi- 
genous system of bankmg and adapting it to present-day conditions so as 
to make it a part of the national credit system s/do^s should be Imked 
with the central bankmg institution as its agents The agency scheme 
should be introduced tentatively at selected places where there is no 
organised bank, and the shroff nominated as the agent of the central 
bankmg mstitution should receive funds from it to be employed by him 
at his own risk m making advances withm sanctioned limits and subject 
to such general conditions as may be prescribed by the Bank In the 
selection of agents a syndicate of shoffs should be given preference to 
a single shoff or a firm of shoffs (Paragraph 265 ) 

172 Ko legislation need be undertaken lor the regulation of the 
busmess of shoffs (Paragraph 266 ) 

173 There should be indigenous bankers associations at important 
centres and they should be recogmsed by Government and the central 
bankmg mstitution of the country (Paragraph 267 ) 
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Chapter XIV 

17i Money-lenders need not be licensed, but there should be legal 
provisions for the regulation of their accounts, as suggested m 
Chapter XII (Paragraph 283 ) 

175 MHiere complaints about oppression by Pathan money-lenders 
are common and no proceedmgs can be taken against them under the 
ordmary law. Government should take action under section 3 of the 
Foreigners’ Act or under some special legislation and deport such of 
them as are found to be a menace to society (Paragraph 284 ) 

Chapter XV 

176 The defects brought to light by the bank failures in 1913 have 
emphasized the need for legal safeguard for protectmg depositors as well 
as banks (Paragraph 285 ) 

177 It IS necessary to provide by law that the use of the term 
“ bank ” should be restricted to a person, firm or mstitution registermg 
itself as a bonk and domg exclusively what is ordinarily understood as 
banking (Paragraph 286 ) 

Chapter XVI 

178 The present limits of deposits to be made and the total balance 
that can be held by a single depositor m a post ofiice sa^angs bank are 
Es 750 and Es 5,000 respective!}-, vhile the brmt for the balance m a 
minor’s accoimt is Es 1,000 It is suggested that the bmit in respect of 
the minor’s account should be raised but not the ordmary limits 
(Paragraph 289 ) 

179 Depositors should be alloved to make deposits and vnth- 
drawals by means of cheques, in selected post offices to begm with 
(Paragraph 2b9) 

180 Accounts should be allowed to be opened m the names of two 
persons, payable to either -or survivor, and provision should be made for 
the recording of nommation of the heir to vhom payment is to be made 
m the event of the depositor’s death (Paragraph 289 ) 

181 Propaganda should be carried on for openmg new savmgs bank 
offices, and m the experimental stage, m selected areas, officeis of 
co-operative societies or village school-masters servmg as part-time post- 
masters should be entrusted with the work of collectmg deposits 
(Paragraph 289 ) 

182 The system of nommation should be mtroduced also for postal 
cash certificates (Paragraph 290 ) 

183 The rate of mterest on postal cash certificates should be lowered 
so as to keep it on par vuth the prevailing yield on Government 
secmities As few changes should be made m these rates as possible 
(Paragraph 290 ) 

184 A part of the amount collected by the Government through 
post offices should be placed at the disposal of co-operative societies or 
advanced as tagavi to individuals (Paragraph 291.) 
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185 Provinoial Governments sLoold have a claim on the Central 
Government for cheap finance for the development of agrioultnie, trade 
and mdustnes and for the grant of loans to public bodies such as munici- 
palities and local boards (Paragraph 291 ) 

186 Treasury bills are issued at present for longer periods than before 
and the rates of mterest are also high These features of the system are 
likely to hamper the growdh of deposit bankmg and may, m the long run, 
even affect the lendmg operations of banka (Paragraph 292 ) 

187 Pubhc Debt Offices should be opened at Karachi and Ahmedabad 
These two centres may also be authorised to issue treasury bills after 
acceptance of tender (Paragraph 293 ) 

188 In the case of Government securities, mterest coupons should be 
attached to the bonds and the procedure for renevung notes and issuing 
bonds of smaller denommations, etc , should be simplified and speeded 
up (Paragraph 293 ) 

189 Banks may popularize investment m securities by 
reducing charges for safe custody and for purchase and sale, and by 
offermg attractive terms for purchase of neu loans in mstalments 
(Paragraph 293 ) 

190 Co-operative societies and banks should explore all avenues for 
drawmg to themselves savings of small men by attractive plans for 
savings deposits' (Paragraph 294. ) 

191 In order to attract savmgs deposits ]omt stock banks should open 
small branches within city linuts (Paragraph 295 ) 

192 Investment trusts are not a practical proposition to-day in this 
Proiince (Paragraph 297 ) 

193 There is a vast field for the spread of the operations of life 
insurance compames in rural areas and among owners of land 
(Paragraph 298 ) 

194 In view of the existence of a large number of local life 
insurance companies, the extension of the operations of postal insurance 
system for persons other than Government employees is not recom- 
mended (Paragraph 298 ) 

195 Co-operative cattle insurance societies should not be started 
unless the actuarial aspects of the proposal are thoroughly investigated 
m a scientific manner (Paragraph 300 ) 

196 Steps should be taken to secure by legislation that all non-Indian 
insurance companies place some mitial deposit with Government and 
also mvest a certam percentage of mcome from premia m India m 
approved Indian securities (Paragraph 301 ) 

197 The extent of hoarding precious metals m this Provmce has been 
much exaggerated (Paragraph 302 ) 

198 "V^Tiatever hoards may be m existence can be mobihsed by 
mtroducmg gold certificates as suggested by the Hilton Young 
Commission (Paragraph 302 ) 
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199 The re-introductioii of the one lupee cmrencv note is lecom- 
menclecl (Paragraph 302) 

200 The removal of duty on cheques has the eftect of mducmg 
trading classes and indigenous bankeis to open accounts with banks 
and has led to an increased use of this negotiable mstrument 
(Paiagiaph 303 ) 

201 Further extension of the use of cheques can be encouraged 
by chargmg a low rate of exchange on upcoiintiy cheques 
(Paragraph 303 ) 

202 Further use of cheques could be encouraged if vernacular script 
was allowed to be used (Paragraph 304 ) 

203 Joint stock and co-operative banlcs should allow moneys to be 
lAithdrawn from savmgs-bank accounts bj’’ cheques (Paragraph 305 ) 

204 Cheques should be accepted by Government in pajunent of land 
leveniie (Paragraph 306 ) 

205 The Imperial Bank of India by opemng branches has been 
successful ill laismg local capital (Paiagraph 307 ) 

206 Tlieie is howevei, a complamt that the bulk of capital so 
laised IS not made available locally (Paiagraph 307 ) 

207 Local agents of the Bank should be allowed wider discretion m 
the grant of advances (Paiagraph 307 ) 

208 Thev should be thoroughly faimbar with the language of the 
district and make an effort to come into touch vuth the commeioial 
community of the place (Paragraph 307 ) 

209 Advisory committees should be constituted as an experimental 
measure m a few selected branches of the Bank (Paragraph 307 ) " 

210 The Imperial Banlc has been able to render services by 
ofiermg low rates of interest and remittance facilities on cheap terms 
(Paragraph 307 ) 

211 Very httle has been done to develop local mdustiies, but the Banlc 
has given facihties for financmg mtemal trade (Paragraph 307 ) 

212 Even if some of the branches of the Imperial Bank do not pay it 
should continue to maintain them in the general interests of the 
community (Paragraph 307 ) 

213 The need for Indiamsation of the staff m charge of such 
branches deseiwes to be emphasized (Paragraph 307) 

214 Only in tvo places there are branches of the larger ]omt 
stock banka The only bankmg organisations possible m small 
centres are uib.in and central co-operatn’^e banks or their branches 
(Paragraph 307 ) 

215 The Imperial ]omt stock and co-operative banks may adopt 
a systrem of havmg jiaid-time branches worlcmg two or three 
days in a week and city branches Avorkmg a few hours on pay days 
(Paragraph 307 ) 
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309 In conclusion, "we ■would like to express our tlianlcs to our atafi 
wlio had to woik hard, collecting and arrangmg a 
Mp^TS ^ ^ ^ large mass of material -withm the hmited time at 

our disposal Oui special acknowledgments are 
due to our Secretary, Mr R P Masani, for the assistance which, 
with his knowledge and experience of bankmg, he was able to give us, 
and for the ability and zeal which he brought to bear upon the work 
which devolved on him 

.1 A MADAN, 

Gliairman 
y L MEHTA 
V G KALE 
JAMSHEDN E MEHTA 
L D L BUCKLEY 
B S KAMAT 
P R CHIKODI 

t 

R P IMASANT, 

Sec} dart/ 

Dated the 7th day ol May 1930 


*Mr Hiraohnnd Vaneoh n 1 Desai states that owing to tlio recent arrest of Mr Gandhi 
he does not see his way to sign the lefoit 
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\PPEJ^DiX I 

Bombay Provincial BanWng Enquiry Committee 

QUESTIONNAIRE 

(The following memorandum is publmliedin orderto assist witnesses m the preparation 
of their evidence It is not to he regarded os exhaustive, nor is it desired that each n itness 
should necessarily attempt to deal v itli all the questions raided ) 

I — Agricultural credit and credit facilities for small industries 

1 Describe the present system by which the agriculturist in your district or proi nice 
obtains finance — 

0 (a) for expenses during cultivation 
lb) for capital and permanent improvements , and 
(c) for other special needs, c g , failure of monsoon, for land revenue, etc 

What are the rates of interest charged in your district oi province in respect of advances 
the period for wluoli loans arc taken, the nature of the secunty given and accepted (c g , 
standing crops, etc ), and other conditions attaching to the grant of such loans ? 

Describe the part played in agricuKuial finance by Government, the Imperial Bank 
of India, the joint stock banks, co operative banks, the indigenous banks and bankers, 
professional money-lenders, merchants and dealers, and other organisations giMng 
credit (e g , companies trading in fertilisers, etc ) 

Can you give an estimate of the total amount of capital required for the various 
purposes stated above for youi district or province ? 

la any tnformatton available, as to the extent of finance jiroi ided annually in kind ? 

State defects, if any, in the present system and the reasons for the existence of such 
defects Do you suggest any remedies ? 

Is there co ordination among the various credit agencies including Government, and 
IS there scope for improvement in that direction ? 

2 Describe the present method of maikcting princijial crops in your district or 
province 

What in your opinion aio the possibilities of forming pools and of co operative effort 
generally in maiketing produce ? 

Describe the credit facilities required for the final. cing of products during marketing 
and the facilities actually existing 

In regard to such facilities is there any special diffcience as betv cen internal trade and 
foreign trade ? 

What IS the part played by the different classes of banks and bankers and merchants 
and dealers during the process of marketing 1 

What are the existing facilities available to the public, including banks and bankers, 
for internal remittance 7 

State any defects in the existing system and any suggestions for improvement 

Describe the part played by negotiable instruments in the internal trade of the prov incc 

Have you any suggestions to make for the more extensive use of bills (e g , by reduction 
of duty on bills) 7 

What are the different classes of hxindis current in jour part of the countrv 7 What 
are the peculiarities of each 7 Please give sample wording 

Have you any suggestions for the amendment of the Negotiable Instruments Act bv 
which the public and the bankers handling hundis might be better protected or benefited 

Aic hundts cmanetingfiom jour locality discounted in jour local centre or are they 
sent to a provincial centre and discounted there, or are they held by^ middlemen, 
merchants or commission agents ’ 

What different kinds of instruments of ownership of goods and produce g , 
railway receipts) and documents are employed for raising monev during the process of 
marketing *' 

Arc any difficulties experienced in the u'jc of these instruments and hav e j ou any sugges 
tions to make vvnth a view to removing those difficulties i 

What in your opinion are the possibilities of operating licensed warehouses in India 
cl^her on the lines of the sj^stem winch existsin the United States of America or otbenn«e ’ 

MO x o — 17a 
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Do you think there is nnv need for Government nssistance in the matter ? 

3 In your district v hnt is the value of land per acre for different kinds of crops ? 

What are tlie factors affecting such value ? In your reply, please distinguish hetween — 

(а) value of land in Government auction for non payment of revenue , 

(б) value of land in the event of sale by coi.it decree , 

(c) value of land in purchase by prnate negotiation 

4 Is there aiij' legal impediment to mortgage of land and agricultural holdings in your 
province ? Are there nnv land mortgage banks or agriciilt iirnl banks in your province or 
any other banks for the pro\ isioii of long term credit ^ 

State vhat you knov of their method of work and of raising capital 

If no such institution exists in the province, suggest the lines on which such institutions 
could bo established and norked to the ndiantnge of the landholders and tenants of 
j our province 

Do you suggest any measures for — 

(a) improvement in the recoid of rights and title of ownership so as to simplify 
reference and to avoid jiossibihtics of disputes and counterclaims bj parties 
other than those a\ho are the clients of tlie bank , 

(b) simplification of the process of foreclosure and sale by the mortgage bank in the 

event of non payment , 

(c) reduction of costs of rofcrcnce to the record ofrightsandof registration of records 

and of the process at law so ns to reduce the burden on the good constituents 
of the bank in respect of charges incurred on account of defaulters ? 

Miould the ■uoilnng capital of the proposed mortgage bank be deiived Inrgolj from — 

(a) deposits , 

(6) funds from central institutions , or 

(c) debenture bonds ’ 

Should debenture bonds carr^ aii^ Goecrnmeiit giinrantce cither for puntipal or 
interest or for both ? 

If so, vliat measures would you suggest to secure Go^cnimeiit against unnecessarj 
loss ? 

On iihat terms should agiiculturnl mortgage banks raise monies under each of the 
abo\omeiitioned heads, luth or vithout Goicrnmeiit guarantee, and on what teims 
should they lend out money so ns to co%er their expenses ? 

Please state any other suggestion-, for the adequate provision of long term ciedit 
against sound seciiritv 

5 In Older to devise measures for the increnso of credit fniihties to the agnciiltiiral 
classes it is nocessniy to reach an estimnti as necurntc ns possible of the existing nidch 
tedness of these classes 

Do you know of any such estimate for a village or a district in jour province, or for the 
v\ hole prov ince ■' 

In what manner can such an estimate he obtained with reasonable acciiraej- ? 

In suob an estimate please distinguish between — 

(fl) the amount of debt with land ns sccuritx which is in the form of a registered 
mortgage, 

(b) the amount of debt which is concealed in the form of a judicial sale to circumv ent 

the piovisions of Acts such as the DckLban Agnoultuiists’ Belief Act 

(r) the amount of debt viliicli is incurred against aiij other assets, such ns the village 
house, ornaments, ploughs and othci agiiculturnl implements, crops and pio 
duco, or debt whieh is given on flic general seciiiitj of all the assets without a 
siiocific pledge, _ 

(d) //ic amojinf of debt on personal acdit secvtcd bij demand promtsiorp i oies or other- 
wise 

Plgase state wherever possible the purposes for whieh tlie debt was inclined, sueh ns — 

(a) the repayment of earlier debts, 

(b) marriage and otliei social occasions, 

(c) famine and other lands of distress, 

(d) payment of land icvenuo, 

(c) growth of the debt by compound interest, intciest not having been paid, 

(f) seeds and manure, 
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(jJ) improved agncultnrttl implements, 

(h) sinking of wells and agricultural impiovemtnls, 

(i) purcMse of land or bringing into cxdtnaUon fallow lands, 

{}) construction or acquisition of houses ~ 

Please indicate also to Avhoin this debt is largely due and whether the orcditors aic 
Goiernment hanks, co operative societies, or indigenous hankers and piofessional 
money-lenders 

State what you know of the rates of interest charged, the methods used for calculating 
it and for enforcing the payment of the debt 

Do yon think a large number of people, nho arc efficient farmcis, aic being turned 
into tenants for a period, or tenants at-will, through the process of the enforcement of 
the old debts and landed property passing on into the Iniidb of the creditorb > Bis- 
tingmsh between conditions tn irrigated tracts, the famine zone and areas not generally liable 
to famine. 

If this process is going on, docs it take awaj' from the actual cultivator the incentive 
to produce more and in an efficient and better manner ’ 

6 Give some idea of the 'number of small subsidiarj industries allied or supplemental 
to agriculture existing m your province, such as rice milling, daii-j faimnig, gur making, 
garden produce, cotton ginneries, sugar refineiies, hand spinning, etc 

Can you suggest methods by which any such industries could he cncomaged and bj 
which the producei might bo enabled to get a better return for his produce ’ 

Can you suggest any enterprises which may giv e employment to the farmer during 
seasons when he cannot make full u^e of his time on his farm and thus enable him to 
supplement lus income and to raise his standard of living ? 

What would be the best method of securing working capital and proper inaiketing 
facilities for such enterprises i 

W^hat financial machinery do you suggest for this purpose ? 

6A, Arc there any small industries not necessarily allied or subsidiary to aqiiculiurc, 
e g , wealing, existing in your district or province? If so, have you any "uggestions to 
male regarding them, on the lines mentioned in question 6 aboie ? 

7 State what you know of the lolations that exist between the co opciative banks 
and the other banks in the country , namely, the Imperial Bank of India, the joint stock 
hanks and the indigenous hanks 

Desenho any existing diflicultics in the mattei of finance in the case of co ojciativc 
societies both in regard to short and long term capital 

Can yon give nn estimate of the amount of extra capital required for hnanting co 
operative movement m your distiict or province t 

Is there any competition in jour district oi province between the co operative hanks 
and joint stock banks ? 

If so to what extent and in what direction ’ 

Have you any views regarding the possibility and desiralnlitj of ginnting financial 
concessions in older to stimulate the growth of the co operative movement, (e ^ , by 
extension of special exemption fiom income-tax to genuine co operative societies, 
inclusion of dchentuies issued bj piovincml co opointive hanks in the list of trustee 
securities, etc ) ? 

To lohat extent has the co operative movement succeeded in meeting the financial needs 
of the agrirullnrisl, the small trader and industrialist in your district or province? Horn 
far, tn your opinion, ts the movement capable of meeting the financial needs of these 
classes ? 

S How far in your opinion, ts the piomsion of credit facilities affected by existing legis- 
lation and legal procedure^ Have you any suggestions to make regarding improievients 
in this respect ? In particular, what do you think of the effect of the icorl mg of the DeU Jian 
Agriculturists' liehef Act on the facilities for obtaining credit ? l)o you think tins Act 
requires modification and if so, tn what directions? 

9 Can you state why the Usurious Loans Act is not being availed of in this piovmce ? 
What measures would you suggest for greater use being made thereof ? 

Would you suggest the enactment of legislation such as the English Money lenders' Act 
or the proposed Money lenders' Bill for the Punjab ? 



11. — ^Indigenous Banking 

By indigenous banking is meant all banks and binkcis other than Iho Impoiial 

Bank of India, tlie o^ohniigo banks, joint stock banlvs and co operati\Q banks It 
includes any iiidnidualor private firm receiving deposits, dealing ni Jnindis or lending 
money), 

1 State what you know of the functions of the indigenous bank or banker in jour 
district or province enumerating all kinds of business the bank or bankei transacts 

2 How and to what extent does an indigcnciib bank oi banker m jour distnct or 
province assist in financing agriculture, trade and industry I 

3 State what j'ou know of the oiganisation of the indigenous banking system in 
your district or iirovinoc with regard to — 

(o) the amount of capital invested, 

{b) the volume of their business, 

(c) their expenses, and 

(d) the relations between one indigenous bank and another and between indigenous 

banlcs and other banks in tho country, tir , the Imperial Bank of India, the 
joint stock banks and tho co operatue hanks, 

(e) the adequacy of the facthlics afforded by (he JmpenaT BartL to mdigenous banl ers 

4 State what you know of the various forms of hundt’^ and other credit instruments 
used by tho indigenous hanl^ and bankcis and the extent of their use Give sample 
copies of any of tho hundis, promissory notes, dpjiosit receipts, etc , used in your locality 

5 State what 3 on know of the indigenous bankers’ methods of granting loans and 
allowing cash ciedits and tho terms and nature of these loans and cash credits 

What are the moans by winch tho indigenous banks and hankers provide themseUcs 
with funds to meet their demands ? 

What are tho rates of interest allowed on xarious kinds of deposits rcccncd bj them ’ 

C Is ti the gcneial practice with indigenous ban! ers to insist on adiances being diaicn 
tn the shape of commodities purchased through them or repaid in goods sold through their 
agency ? 

AVhat are the rates of interest cither in money or in kind which tho ngricnltural 
community has to paj at picscnt to the indigenous hanker ? 

In what manner do yon suggest these rates could bo brought down bj better orgoni* 
sation 7 

Would the reduction of such latcs confer great benefit on the agricultural commuiiitj 
and increase its resouices thcrebj' leading eilhei to an improvement in tho standard of 
living or enabling them to spend more on agricultural impro\ enients, belter agricultural 
implimonts, etc 7 

After making allow aiico for the legal expenses, management charges, losses through 
default and losses through foieclosure, can j'Ou give an idea of the net return to the 
indigenous banks and hankers on their capital 7 

7 Is theic a piejudico in j'our locality against the indigenous bankers 7 Aic these 
bankers sufficiently protected in law 7 

Is tlieio any legal or othei facilitj' which can bo extended to them 7 

Are the dealings of this class of bankers with their clientele conducted on sound lines 7 

If not, indicate tho existing defects, making suggestioiis foi icmedjing them 

8 Would you suggest any means of making this class of bankers more serviceahlo to 
the community 7 

Could jmu suggest auj means hj' w hich tho indigenous hanking sj stem in India 
could be improved and consolidated 7 

Do you lecommond any sjiecial facilities to be gi\ en to this class for this purpose 7 

What IS the general system of accounts keeping and to what extent arc accounts open to 
inspection or verification by customers ? 

What do J'OU think would bo tho altitude of tho indigenous banking cominumtj 
towards the introduction of aiij measures foi xegulating their operations and for gixung 
pubhoity to the same 7 

9 Please state whether the indigenous hanks and bankers are able to meet all demands 
for accommodation oi whethoi they arc obliged to lefuse any either on account of tho 
unacceptable nature of the security offered or owing to insuffioiency of their working 
capital 7 
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10 Itow m your opinion sliould the indigenous hanking system he linked vith the 
central money market and provincial capitals ? 

Would you suggest the establishment of a branch of a joint stock hank, or a branch 
of a Central Reserve Bank, or a local hank with local directorate, or an vrhan 
CO operative banf, in each distiict with which the indigenous hanking system may he 
connected ? 

In what manner could such a hank inspire the confidence of the indigenous hankers 
and he able to utilise the local knon ledge and experience of the lattei ’ 

How IS the competition of such a hank with the mdigeneous hankers to he avoided ’ 

11 Do you think there is a large amount of money m the districts in the hands of 
indigenous hankers which does not find employment throughout the year ’ 

Do you think that owing to this cause any large amount of money is flowing to the 
provincial capital either for long or for short periods ’ 

Do you think any kind of improvement m the organisation of lending oi borrowing 
can he made by which these funds instead of flowing to the provincial capitals would 
find remunerative employment in the districts and thereby benefit the districts ’ 

III. — Investment habit and attraction of capital 

1 What are the existing hanking resources in the province ? 

Can you state the amount of additional capital, if any, required I 

What are the means or institutions in existence for encouraging savings and invest- 
ment habit ? 

Wliat has been the influence of co operative societies and banks, insurance companies and 
provident societies in this respect ? 

Are the public provided with full facilities for the investment of their sa\ mgs ? 

Can the existing facilities he improved in any w ay or extended in the smaller mtciior 
places ? 

Gan you suggest tcays inwhichpei sons unwilling to earn interest on deposits can he induced 
to render their savings available foi the economic development of the country ? 

Can you give any useful information in legard to the habits of the people of India to 
invest in silver and gold and land ^ 

2 Are postal cash ceitificates popular in your district or province and can any steps 
he taken to increase their popularity ? 

Do present interest lates of cash certificates require revision and do existing terms of 
issue in any way need change ? 

Do savings hanks afford all possible facilities to the public ? 

What classes of population resort to such forms of investment I 

Can anything he done to attract other classes ? 

Have you anything to say regarding the alleged competition of Government with bank- 
ing institutions and hankers in regard to deposits by their attractive rates on postal cash 
certificates and treasury hills ? 

3 State the existing facilities for purchase and sale of Govenament secuiities afforded 
by Government, the Imperial Bank of India and other hanks Are you in favour of 
granting any special facilities to the small agiicultuiists and the small investors of the 
countiy to take up some form of Government security ? If so, state what special faci- 
lities you recommend 

State the existing facilities foi purchase and sale of securities othei than Government 
securities, afforded by the vanous financial agencies 

Can you indicate clearly the habits of vaiious groups of people in yoin district or pro- 
vince with reference to monies which come into their hands by sale of produce or through 
any other cause ? Where do they keep this money and for what purposes and in what 
manner do they use it ? 

Do the farmers lend to fellow agriculturists and on what terms ? How do they invest 
surplus money in a prosper ous year ’ Give any information you can regarding the amount, 
growth and distribution of capital among the indigenous population 

4 State what you know about the growth of cheque-habit 

What has been the effect of the abolition of stamp duty on cheques ? 
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What classes of poimlation tise cheques t Ha% o you an j suggestions to make for further 
Iiiomoting the cheque hahit (c p , payment of Government sere ants and bank employees 
above Ks 100 by cheques) ? 

Have you any suggestions to moke regarding the use of % cmncular scripts in bnnlving 7 

5 Do you suppoit the view that the banking and in\tstmtnl habit in India is of 
voiy sloM gionth 7 

If so, to nhat causes do you attribute it 7 

Ha\oyou any suggestions to make regarding flit various possible means of educating 
the people of the country to iin cst then 8a% mgs in product n c undertakings (c g , propa ’ 
ganda by Government in regard to Go\eiiimcnt loans for capital expenditure, etc ) ’ 

As far as you knon, vliat has been tin result of the opening of iicn branches in icceiit 
years, by* the Imperial Bank of India 7 

Have you any knowledge of xniestmcnt Iruflf Do you adu'se the formahon of euch bodux 
vn this proiince or yovr distrtcl > 

Supplementary Questionnaire 

I Describe the part play cd by the different classes of banks and bankers and import 
ing and exporting lirms in the financing of foreign trade of India during the follomng 
stages — 

(o) Export Trade — 

(i) From the xilhge to the mandi 

(ti) From the mandi to the exporting ports 

{b) Import Trade — 

(i) From the importing ports to the distributing centres in India, such as 
Amritsar, Delhi, Caunporc, etc 
(tt) From the distributing centres to the consumer 

II What aio the terms on n Inch the financing of trade during the above stages is 
done 7 Are any’ difiiculticb experienced in connection nith the abo\c financing and have 
you any suggestions to make for rcmoaing those ditficulties and for improving in any 
■way the casting financial faciliticsaaailabiefoi the moacment of imported and exporta- 
ble articles 7 

in It has been suggested that the grower of produce in India docs not get tlic full 
value for his produce on account of the speculatnc buying and selling actnitics of 
firms and companies who deal in the export trade and by the control of prices by these 
and other bodies What are yoiiriiewsonthissuggestion 7 Please supplement your 
view s by any facts and figures within your know ledge Has c y on any obsen at ions to 
make wntli a view to ensure a better return to the grow ers of produce in India 7 
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APPENDIX II 

List or "WirKTiSSES Examined. 

Government OffictaJs 

1 Abdur Rahim, Khan Bahadur Gulam Mahomed, Deputy Directoi of Agiiculturt, 

Sind 

2 Abott, Mr J , I C S , Collector, Dhaiwar 

3 Advani, Mr P B , M Sc (Tech ), M S E , Director of Industries 

4 Almoula, Mr S G , B A , LL B , Assistant Registrar, Co operative Societies, 

Surat 

5 Azimklian, luayatalikhaii, lOian Bahadur, Deputy Registrar, Co ojierativc 

Societies, Sind 

G Beil, Professor S G , M A , Kariiatak College, Dharu ar 

7 Bewoor, Mr G V , I C S (Postmaster General) 

8 Bhagwat, Mr N P, MA, LL B , Assistant Registr ir, Co operative Societies, 

Belgaum 

9 Bhide, Mi V S , I 0 S , Registiar, Co operatu e Societies 

10 Braham, Mr H V , I C S , Collector, Surat 

11 Burns, Dr W , D So , Dirootor oi Agriculture 
*12. Desai, Mr B N , Mamlatdar, Dohad 

13 Desai, Mr G G , M A , District Deputy Collector, Broach 
*14 Gadgil, Mr V V , B Ag , Deputy Director of Agncultuie, Konkan Division 
16 Garrett, Mr J R , I C S , Commissioner, Northern Division, Ahmedabad 
lb Ghulam Nabi, Khan Salub Nur Nabi, B A , Deputy Collector, Shnhbuiider 
*17 GiUigan, Mr W B , I C S , Collector, Ratnagiri 
18 Gokhale, Professor V G , College of Agriculture, Poona 
*19 Hireraath, Mr R S , Distiict Deputy CoUeotor, Bijapur 

20 Hull, Mr C B , Assistant Registrat, Co operatne Societies, Dhainai 

21 Hulyal, Eoo Saheb M N , B A , Distiict Deputy Collector, Western Division, 

Poona 

22 Karanjikar, IMr S R , Mamlatdar, Shupur 

23 Koreishi, Mr A 0 , M A , Collector, Broach 

24 Maratho, Mr C G , Huzur Deputy Collector, Dhulia 

25 Mastei, Mr A , I C S , Collectoi, Kaira 

2G Mirchandani, Mr U M , I C S , Collector, West Khaiidesh, Dhiilia 

27 Mule, Rao Sahob R D , District Deputy Collector, Sholapur 

28 Nadig, Mr V V , B A , Distiiot Deputy Collector, Belgaum 
*29 Naik, Mr V H , M A , Collector, Bijapur 

30 Palekar, Rao Bahadur, B A , M B E , Distiict Deputy Collector, Belgaum 

31 Patel, Mr S , Deputy Director of Agrioultme, Gujerat, Suiat 

32 Patel, Rao Saheb D A , B A , Personal Assistant to the Collectoi of Surat 

33 Patil, Rao Bahadur P C , L Ag , M Sc (Agrl Economics), Acting Principal, 

Agricultural College, Poona 

34 Patil, Mt'K S , Agricultural Organuer, Co opoiative Societies, Southeni Division, 

Dharwar. 

35 PaWardhaii, Mr R W , B A , Assistant Registrar, Co operative Societies, 

Khandesh Division, Dhuha 

36 Phanse, Mr M A , B A , District Deputy Collector, Sholapur 
’*'37 Potnis, Mr D J , B Ag , Huzur Deputy Collector, Ratnagiri 
*38 Potnis, Rao Saheb L S , B A , Huzur Deputy Collector, Karad 

39 Pun]abi, Mr K— L, ICS, Superintendent, Land Records, Central Province, 
Poona 
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40 Salimatli, Mr S S , Deputy Director of Agricultuic, Dliai^vai 
*41 Sashittal, Mr M S , B A , District Deputy Collector, Batnagiri 

42 Shah, Mi D A , M A , LL B , Assistant Registrai, Co opeiatnc Societies, 

Southern Division, Poona 

43 Shevado, Mr S V , Cotton Superintendent, Southern Marathn Country, 

Dhanvar 

4^1 Shirras, hir G Pindlay, M A , Piincijial, Gujeiat College, Aliinedahad 

45 Wagholkai, Mr B P , L Ag , Deputy Director of Agueulture, South Central 
Division, Poona 

2 lieprcseiiialtves of Commercial Bodies 

1 Ahmedabad Millowners’ Association, Ahmedabad — 

Mr Sakarlal Balabhai, M L C , Vice President 
Mr Shantilal Mangaldas, Honorary Secretary 
Ml Goverdhandas I Patol, Secretaiy 

2 Ahmedabad Shroff Association, Ahmedabad— 

Mr Jaisinghbhoy Puishotamdas 
IVfr Amritlal Haigovaudas 
Mr Jamnadas Chimanlal 
Ml Manilal Bliogilal 

3 Bombay Chambei of Commtico, Bombay — 

Mr E Miller, ML C 
Mr A B, Ingram 
Su Leslie Hudson, M L C 
Mr B Sullivan 

4 Bombaj' Hosiery Meichants’ Association, Bombaj — 

Ml K N Katrak 

o Bombay Native Piecegoods Mcichanfs’ Associalion, Bombaj — 

Sir Manmohandas Bamji, Kt a 

0 Bombay Native Share and Stock Bickers Associaticn, Bombaj — 

Mr K B P Shroff, Chairman 
Ml A D Shiofi, Member 

7 Buyers’ and Sluppeis’ Chambei , Ivaiachi — 

Mr C A Buch, Ptce Chan man 
Ml Haridas Lalji, Honorarj’^ Secretaij" 

b Giain Merchants’ Association, Bombaj' — 

Mr A B Bhat, M Com , Journalist 
Mr Dabke 

9 Indian Central Cotton Committee, Bombaj — 

Ml tv J Jenkins, Seoretaij’ 

Mr Ellis Jones, M L C , Membci 

10 Indian Insuiance Companies Association, Bombay — 

Mr K S B Iyer 

11 Indian Meichants’ Chamber, Bombay' — 

Mr Hussembhoy Lalji, Vice Piesidenl 
Mr Walohand Huachand, Member 

12 Karachi Indian Meichants’ Association, Karachi — 

Seth Dooiigersey Dharamsey 
Mr T K Je8wani,MA 

*13 Kirloskei Brotheis, Ltd , Kaiad — 

Mr K W Guijai, Secretaiy 

It Maharashtia Chamber of Commerce, Bombay — 

Ml M L Dahaniikar 
Mr S H Lele 
Mr Kelkar, Seoietary 

1“> Maharashtra Manufacturers’ Association, Poona — 

Mr G D Kelkar, Honorary Secretary 
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10 Mam an Cbamber of Couimeroe, Bombaj — 

Mr Ramchandia Baid 
Mi Shivapratap Joshi 
Ml Begrai Gupta 
Mr Diksbit 

17 Bancblvuva Clotli Association, Ahnicdabad — 

Mr Bunjabhoy Dipcband 
Mr Maneblal Motilal 

18 Boona Merobants’ Association, Boona — 

Brmcipal G K Bbopatkar 

10 Ralli Brothers, Bombay — 

, Mr G Sugdury 

20 Shareholders’ Association, Bombay — 

Brmcipal Sobrab B. Davar, Bar at Lau 
Mr Jamnadas Morarji 
Mr Jagmobandas Kapadia 

21 Sbolapur Merchants’ Chamber, Sbolapur — 

Jlr Gulabchand Huachand, Bresident 
Mr S B Dbmnma, Bice-President 
klr Jivara] Maluckcband, Secretary 

1 Ifcpresentahves of Jianlers and Monty lenders 

Joint SlocL Banks 

1 Banli of India, Bombaj — 

Mr A G Gray, Manager 

2 Imperial Bank of India, Bombay — 

Mr J G Ridland, Secretary and Treasurei 

Olliei Bankers and Money lenders 

1 Ankalgi, kir K B , Dharwar 

2 Bharatia, Mr Kalidas, Surat 

3 Bharatia, Mi S B , Dbulia 

4 Bombay Shroff Association, Bombay — 

Seth Amthalal Jumakbram 
Seth Laksbmioband Dosbi 
Seth Shivlal C Shah 

5 Dalsmgh, Mr Gumansingb, Broach 
*6 Darbar, Mr T N , Bijapur 

7 Dwarkadas, Seth, Sukkur 

8 Dayaram, Mukbi, Hyderabad 

9 Goverdbandas, Seth Prahladji, Boona 

10 Gujjai, Mr Bbogilal B , Boona 

11 Gulabchand Hiralal, Bao Sabeb, Dbidia 

12 Jadav, Bao Sabeb V C , Suiat 

1 3 Kashmatb Mulcband, Shet, Dbulia 

14 Kavthekar, Mr G B , Sbolapur 
16 Kliandivalla, Mr M S , B A , Surat 

16 Kmkbabwala, Ml I N , Surat 

17 Kothary, Mr C M 

18 Madiirala, Mr K G , Boona 

^ 19 MansulJilal, Mr Maganlal, Dobad 
20 Mebta, Mr M I , Broach 
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21 Mudiracldi, Mr T T,Dhar« ir 

22 Narsidas, Mr Motiram, Surat 
=•■23 Phadke, Mr A S , Ratnagin 

24 Podar, Mr Eainedeo Bombay / 

26 Popbale, Rao Bahadur, L V , Bhuiia 

26 Pritamdas, MulJii Govindram, Hj'doiabad 

27 Sahebram, Mr Chbaganlal, Dhuha 

28 Shah, Rao Sahob G K , Dhuha 

29 Shah, Mr Maneckchaiid R , Sholapur 

30 Shil«aipur Shroff Association — • 

Mr Hir,anand Parsram Nechani, Ploadoi, Ohaiimiu 

Seth Luiudasin Satramsmg 

Seth Hasasmg Jesasing 

Seth Tahalram Radhakishm 

Seth Kliubehad Patechand 

Seth Jethanand of the firm of Seth Naiainda', Gaiigavishmda*, 

Seth Ghllasmg Satramsuig 
Dr Kishanchand M Bulchandani, M D 
Dr Bhagvandas J Devidasani, M B B S 
Mr Tarachand D Gajia, M A 

*32 Shiialkar, Mi PA, Karad 

33 Sulaldie, Mr B P , Sholapur '' 

34 Tavery, Mr Chandcrbhau, Kaiatlii 
36 Teckchand, Seth Lalchand, Slukarpui 
3) Virchand, Seth Dalichand, Surat 

4 Represeniahvc^ of Go-operaltvc Organt<fa(ions 

1 Advam, Mr Duigadas B, Managing Direetor, Mercantile Ck) opcratne Bank, 

Karachi 

2 Ajivani, Mr Bhojiai M , Managing Duector, Sulikur Urban Co operative Society, 

Sukkur 

1 Alavi, Mr Hatim A , Director, Sind Cential Co opeintne Bank, Karachi 
4 Alavi, Mr Tayabah A , Chairman, Mercantile Co operative Bank, Karaclii 

6 Allahbuksh Elhan, Klian Saheb, M L C , Chairman, Slukarpur Zemindari Bank, 
Shikarpur 

6 Allahino, Mr Wadeiao, District Honorary Oiganiser, Co oiiciatire Societies, 

Karachi 

7 Aiikleshivar Kaganc Sahakan Bank, Ltd , Bioach — 

Nivantilal Tnbhoa andas. Managing Director 

8 Antarkar, Mr S B , Chairman, Jar Tar Weaving Industiy Develoiiing Co opera- 

tive Society, Ltd , Poona 

*0 Athalye, Mr V V , District Honorary Organiser Co operative Societies, 
Ratnagin 

10 Bakre, Mr V N , Honorary Organiser, Belgaum District Co operative Institute, 

Belgaum 

11 Banativala, Rao Sill ebP H , District Honorary Organiser, Co operative Societies, 

Jambusar 

12 Basrur, Mr M M , Manager, Karnatak Co operative Institute, Dhanvai 

13 Bechar, hir N A , M L C , Managing Director, Uiban Co operative Bank, 

Karachi 

14 Begraj, Mr Viruma), Chairman, Co operative Urban Bank, Sukkur 

15 Bhalerao, Mr M G, District Honorary Organiser, and President, Supeinsing 

Union, Amalnei 

16 Bildikar, Mr P M , Chairman, Pachora Taluka Land Mortgage Bank 
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1 7 Bombay Pioneer Co operative Thrift Society, Bombay — 

Mr M V Parekh, Presiden*^ 

Mr JT K Panilkai, Fice-Piesident 
Mr K N R Ranina, Member 

18 Bombay Provincial Co operative Bank, Bombay — 

Dewan Bahadur A XT Mal]i 
Ml D V Gokhale 

19 Bombay Provincial Co operative Bank, Ltd , Dhuba Blanch — 

Jlr D R Kale, Senioi Inspecloi 
Mr Thakore, Agent 

20 Bombay Piovincial Co operative Institute, Bombay — 

Piofessor H L Ka]i, Fice President 

Rao Bahadur S S Talmaki, Hoiioraiy Secictaiy 

Mr R N Mehta, Member Evecutive Committee 

21 Bulchaiid, Mr K , Chairman, Khiidabadi Bliaibund Co operative Ciedit Bank, 

Ltd , Hyderabad 

22 Chaugule, Mr A P , Chairman, Distiict Central Co operative Bank, Belgaum 

23 Chitale, Rao Bahadur G K , Chairman, Ahmedabad Cential Co operative Bank, 

Ahmedabad 

24 Chaudhuri,Mr S L , Chairman, Bhatpura Co operative Credit Society, Shirpur 

26 Chaudhari, Mr S N , Cliaiimau, East Khandesh Cential Co operative Bank Ltd > 

Jalgaon 

20 Gadag Sale Society, Dharwar — 

RaoSahebV P Chavdi, Chau man 
Mr V A Slietti, Manager 

27 Gandhi, Mr C M , B A , LL B , Advocate, Chau man. Sin at District Co opeiative 

Bank, Ltd , Siuat 

28 Garud, Mr V V BA, District Honoiarj Oiganisei, Co operative Societies, 

Dhulia 

29 Gavanc, Mr M M, District Honorary Orgamsei, Cooperative Societies, 

Sholapui 

50 Gunjikar, Mr D K , B Com , Manager, Southern Maliiatta Uibaii Co Operative 

Bank Ltd Dharwar. 

51 Grain Sale Society, Shikarpur — 

Aga Gul Hassan Khan, Managing Duecloi 
Sheikh Ghulam hlahomed. Chairman 

32 Ha]anshah, Syed, Chairman, Shikaipui Co operative Credit Society, Shikaipui. 
*33 Halakatti, Rao Saheh P G , Chaiiman, Cotton Sale Society, Bijapui. 

34 Hyderabad District Central Co operative Bank, Ltd — 

Rai Bahadur Pntamdas, Managing Director 
Mr J K Tliadani, Manager 

35 Jhamatlal.Mr Gopaldas, Chairman, Co operative Institute, Hyderabad 

3b Joshi, Mr M Y , Manager, Nagai XJiban Cential Co operative Bank, Ltd , 
Ahmednagar 

37 Kadir, Kazi Ghnlam, District Honorary Organiser, Co operative Societies, 

Sukkur 

38 Kazi, Professor H L,MA,BSc,IES, Representative of Urban Co operative 

Societies, Bombay 

30 Kale, Mr M R , Manager, West Khandish District Pin chase and Sale Union, 

Shirpur 

40 Kainatak Central Co operative Bank, Dlmiivai — 

Rao Bahadui Patil, Chniiman 
Mr H H Simur 
Mr S G Godhi 

41 KeUvar, Mr M C , Clianman, West Kdiandesh District Co operative Institute 

42 Kelkar, Mr P V , Inspector, Weavers’ Co operative Society, Poona 
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43 KJiudadadkhan, Khan Bahadm Abdul Hamidkhan, Chairman, Sukhur 

Co operative Bank, Sukkur 

44 Kulkarni.Mr M S , Bistriofc Honorary Organiser, Co operative Societies, Gadng, 

Dhanvar 

45 Lajmi, Mr B A , Bopresentativo of the Shamrao Vithal Urban Co operative 

Bank, Bombay 

40 Mahomed, Seth Haji, District Honorary Organiser, Tando Allhayar, 
Hyderabad 

47 Malji, Diwan Bahadur A U , Divisional Honorarj Organiser, Go operative 

Societies, Northern Division, Broach 

48 Mallik, Mr N D , late Director of the Sind Central Co opOmtne Bank, Ltd , 

Karachi 

40 Noor Mahomed, Mi , Chairman, Distiict Central Co operative Bank, 
Hyderabad 

60 Pandharpur Urban Co opeiatuo Bank, Ltd , Shol ipur — 

Mr K R Nav ale, Chairman 

Rao Saheb G B Paricharak, Diioctor 

Mr N P Sninis, Manager ^ 

51 Pandj'a,Mr C A , Distnct Honorary Organiser, Co operatiic Soe ttics,Bor«ad 

62 Parikh, Rao Saheb T S , Managing Director, Kaira Distiict Central Co operative 
Bank, Nadiad 

*53 Parulkar, Rao Bahadur L V, President, Uiban Co operatnc Credit Societj, 
Ratnagin 

54 Patel, Mr D D , Chairman, Shirpur Taliika Co operative Union, Shirpiir 
*56 Patel, Mr Ga] a. Chairman Co operative Society, Nardajada, Dohad 

60 Patel, Sir P I, District Honorarj Organiser, Cotton Sale Societj, Sonsck, 

Surat 

67 Patil, Mr D L , Chairman, Reddi Communal Co operative Bank Ltd , Dhani nr 

68 Patil, Mr LahuChimnaji, Distmt Honorary Organiser, Co operative Societies, 

Sholapur 

69 Patil, Rao Bahadur, M L , District Honorarj Organiser, Co operative Society, 

Bail-Hongal, Belgaiim 

*60 Pitre, Mr Y R , Chairman, Co operatiie Credit Society, Rajapur, Ratnagin 

61 Poona Central Co operative Bank Ltd — 

Mr D V Gokhalo, Ficc President 
Mr M R Tarkundo, Director 
Mr B M Giipte, Director 
Mr S L Apte, Managmg Director 

62 Pntamdas, Bai Bahadur, Honorary Secretary, Smd Divisional Cooperatne 

Institute, Hyderabad 

63 Rane, Mr G M S , Representative of the Port Trust Employees Co operatn o 

Society, Bombay 

64 Rokhial Shah, Sayeed, District Honorary Organiser, Co operatn e Societies, 

Hyderabad 

65 Sane, Mr G R , Chairman, Barsi Central Co operatn e Bank, Ltd , Sholapur 

66 Shahani, Mr Keivalram Dayaram, Director, Sind Central Co operative Bank, Ltd , 

Hyderabad 

67 Shankerbhai, Rao Saheb Desaibhai, District , Honorary Organiser, Co operative 

Societies, Ahniedabad 

68 Shirhatti, Rao Saheb C S , Managing Director, Hubli Cotton Sale Society, 

Dhanvar 

69 Sliroff, Mr Bhagivandas B , District Honorary Oiganiser, Bulsnr 

70 Smd Central Co operative Bank, Ltd , Karachi — 

Mr B S Jagthani, Accountant 
IMr C K Thadani, Inspector 


* IVitnesses eviminol by Sub Committee 



271 


71 Surat Peoples’ Go operative Bank, Ltd , Surat — ' 

Diwan Baliadui Thakorain Elapiliam Mehta, C I E , LL B , Chairman 
Eao Saheb V C Jadhai , B A , Managmg Director 

*'/2 Tahkot, Mr B D , Chainnan District Central Co opeiative Bank, Bijapur 

73 Thanaki, Mr H B , B A , LL B , District Honorary Organiser, Co operative 

Societies, Borsad 

74 Walvekai, Rao Bahadur K R , B A , LL B , Chairman, Hubli Uiban Co operative 

Bank, Ltd , Dbarirar 

1 Ollier Iivhviihtals 
1 Abdulpurkai, Mr N A , Sholapur 
*2 Anrupsmgh, Mi B , Dohad 

3 Bajaj, Mr Shrmivas K , Bombay 

4 Bavlawalla, Jlr Purshotara L , Bavla, Ahmcdabad 
*5 Bhat, Mr A R , M Com , Ratnagiri 

() Bhiladwalla, Khan Bahadur V B , Surat 
7 Bhosle, Mr M C , 51 L C , Dhulia 

5 Bozder, Khan Sahib Sardar Kesar Khan, Special Jlagistrate, Siikkur 
9 Chandiram, Jlr T B , Rohri, Sukkur 

10 Dabhai, 5Ii Kagji, Jambusar, Broach 

11 Damodardas, Rao Bahadur Lallubhai, Poona 

12 Desai, 5Ir D N , 51 \ , LL B , Pleader, Broach 

13 Desai, Eao Saheb Dadubhai P , Nadiad 

14 Desai, Rao Saheb J V , Bar-at Laav, Ahmcdabad 

15 Deshmiikh, Mr Uttamrao B , 5Iorana, Dhnlia 
*16 Deshpande, 5Ir L 51 , M L C , Karad 

17 Dhor, 5Ii 5Iukunda Narayan, of Nerleo, Bolgaum 

18 Dixit, 5Ii S P , Pleadei, IChed 

19 Doddamani, 5Ir N S , Dharivar 

20 Ekhote, 5Ir T M , Sholapur - 

*21 Gandhi, 5Ir Bhikhu N , Ratnagiri 

22 Gandhi, 5Ir Chotalal Cholabhai, AnlJeshwar, Broacli 

23 Gulabohand, 5Ir Lilachand, Shirpur 

24 Gunjal, 5Ir N R , 51 L G Poona 

26 Hassanbhai, 5Ir 5Ioosabhai, Sarani, Broach 

26 Illava, 5Ir PadamjiK Broach 

27 Joshi, Mr Y R , B Ag , of Sajod, Bioach 

28 Kadodi, 5Ir N B , Sholapur 

29 Kamaluddm, Haji, Hyderabad (Suul) 

30 Kana, hlr T R , Sholapm 

31 Kamil Shah, Sjed 5Iahomed, 51 L C , Hyderabad (Smd) 

32 Karandikar, Mr S V , Baramati 
*33 Kembhavi, 5Ir N R , Bijapiir 

*34 Kembhavi, Rai Bahadur R K, President District Local Boaid, Bijapui 
35 Khan, Khan Saheb Amir Buksh, President, Taluka Local Boai d, Sukkur 
*36 Khanolikar, Mr A Y , Khanoli, Ratnagiri 
37 Kissandas, Rao Bahadur Chamanlal, Poona 
*38 Koti Amba, Mr , Dohad 

30 Kulkarni, 5Ir S B , Secretary, Curnmbhoy Ebraliim Workmen’s Institute, 
Bombay 

40 Lal]i Naran]i, 5Ir , Bombay 


* Witnesses examined by Sub Committee 
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*41 Lanjekar, Mr G P , Ratnagin 

42 Laxmeshtvar, Mr Fakirappa L , Moinbor, Divisional Board of Agriculture, Gadag, 
Dhanvar 

*43 Maluskte, Mr B N , Ratuagiri 
44 JIaskati, Jlr Taj^abhai Mulla Mabomodalli, Surat 
46 Mehta, Mr Oluraanlal N , Nadiad 

46 Mehta, Sir Lallubhai Samaldas, ICt , C T E , Bombay 

47 Mehta, Mr T H , Ankleshwar, Broach 

48 Munshi, Mr M P , Ahmedabad 

40 Muiislu, Mr R M , B A , LL B , Abmedabad 

50 Naik, Rao Bahadur Blumbliat R , M L G , Surat 
*51 Naik, Mr R B , Bi]apur 

*52 Nanai, Mr B R , B A , LL B , M L C , Ratnayiri 

51 Navalrai, Mi Lalchand, M L A , Laikhaua 
54 Pad VI, Melieiban Vir--ing Bapuji, Dhulia 

*65 Pandya, Mr R D , B A , LL B , Dohad 
*6G Pannalal, jMt Chunilal, Bijapur 
*57 Patankar, Sardar B N , Karad 
*58 Patel, Babusaheb, Dohad 

69 Patel, Mr Chotalal D , District Honoraiy Orgam/or, Kaira, Broach 

60 Patel, Rao Saheb E P , Distuot Honorary Organizer, Sholapur 

61 Patil, Mr Kashinath Amrao, Sholapur 

62 Patil Mr A B , Landlord, Sholapur 

63 Patil, Mr M S , Landlord, Sholapui 

64 Patil, Mr N J , Landlord, Sholapur 

65 Patil, Mr S S , Sankeshwar, Belgaum 

6f) Patil, Mr Vedu Ganpat, Hondruii, Dhulia 

07 Prayag, Mr S H , Dhulia 

08 Price, MrE L,CIE,OBE, Karachi 

*69 Rajwade, Mr N M , Retued Accountant, Ratnagin 

70 Raisingji, Sirdar Bhasaheb, M L 0 , Thakor of Kerwada 

71 Ransing, Mi B R , B A , LL B , Dhulia 
*72 Sakarlal, Mr , Dohad 

73 Sathe, Mr G D President, Taluka Bond, Madha, Sliolapui 
*74 Sathe, Mr P M , Ratnagin 
76 Shirgaokar, Rao Saheb, Belgaum 
*76 Slnrolkar, Mr B S , Retnod Deputy Collector, Bijnpui 
*77 Shrikant, Mr L M , Dohad 

78 Shroff, Mr A D , Bombay 

79 Sidhanti, Mr N , Avarkod, Belgaum 
*80 Siirve, Ml V A , M L 0 , Ratiiagii i 

81 Thadani, klr C K , Bombay 

82 Tilcekar, Mr L V , Sholapur 

83 Vakharia, Khan Bahadur P R 
*84 Valo, Mr , Dohad 

86 Varadabhai, Mr Becharbhai, Nndiad 

86 Verhomal, Seth Chanderam, Chairman, Rohri Bench Magistrate Com I, Rohn 

87 Wadekar, Mr S B , B A , LL B , Dhulia 

88 Webb, Sir Montague deP,OIE,CBE, Karachi 


* ''jVitnesses exammed bjr Sub Committee, 
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APPENDIX III 

Itiveraky or Tnr Bomb«.y PRO%aj.oiAL JUNiaNG Enquiry- Cojimittee 


Bombnj 



September 23rd to 2Gtb 

1929 

Poona 



* t 

2Sth to 5th October 

9 » 

Sholapur 


- 

October 

7tli to 11th 

9 9 

Bijapur * 



ft 

14th to loth 

9 9 

Karad j- 



• « 

2Gth to 28th 

9 

Dhuha f 



November lltli to 15tli 

9 > 

Nandurbar 



» > 

IGth 

) 9 

Surat 



» » 

18th to 2l6t 

9 9 

Broach 




22nd to 28th 

9 9 

Ahmedabad 



9 9 

29lh to 30th 

9 9 

Nadiad 



Deccmbci 

1st 

* > 

Dohad'*' 



. 

2nd 

» 

Piatnagiri* 



99 

11th to 14th 

99 

Bombay 



99 

IGth to 23rd 

99 

Karachi 



Januaii 

13th to 17th 

1930 

Hyderabad 



99 

18th to 20th 

99 

MirpurUias 



9 9 

21st 

99 

Hyderabad 



9 

22nd 

9 9 

Tando Adam 



9 9 

23rd 

99 

SulJcur 


• 

9 9 

24th to 26th 

99 

Shilcarpnr 



9 9 

27th to 2Sth 

99 

Larhana 



9 9 

29th 

» 9 

Bombay 



February 

3rd to 4th 

99 

Dbarwar 



99 

10th to 17th 

99 

Bclgaum 



99 

18th to 19th 

99 


* Visited by tbo Sub Committee 
t Visited Islampur on 2711i Octobei 1029 
X Visited Sliirpur on 13tb Noveml er 1929 


jro Y 5 — 18 
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APPENDIX IV 
AgricuUnial Holdings 




Small holders 

Largo holders 



DiPtriot 


No of 
lioldcrs 
with 
holdings 
below 5 
acres 

Aaeragc 

holdings 

In acres 

No of 
persons 
lioldlng 
oa er 

100 acres 

Aaerago 
lioldings 
In acres 

Percent- 
age of 
small 
to total 
holders 

Percent- 
age of 
large to 
total 
holders 

Ahmednbad 


42,101 

2 7 

605 

287 82 

54 02 

0 65 

Kaira 


125,140 

1 9 

208 

299 4 

70 5 

0 1 

Pancli Mahals 


19,340 

2 0 

100 

219 9 

49 3 

0 2 

Broach 


21,636 

2 4 

j13 

204 2 

50 6 

1 05 

Surat 


04,065 

2 05 

435 

172 00 

08 21 

0 0 

Tliana 


50,059 

1 8 

1,231 

291 9 

70 7 

1 4 

Ahmednagar 


43,483 

2 9 

2 232 

157 4 

28 2 

1 4 

East Khandesh 


44,009 

2 7 

1,404 

223 03 

30 7 

0 9 

West Khandesh 


8,502 

2 8 

1,408 

200 02 

12 8 

2 2 

ITasik 


48,129 

2 4 

2,082 

141 7 

33 0 

1 4 

Poona 


74,776 

2 6 

1,370 

100 0 

s 45 4 

0 81 

Satara 


133,573 

2 2 

707 

221 7 

69 6 

0 3 

Sholapur 


22,840 

2 6 

2,501 

148 5 

21 2 

2 4 

Belgaum 


70,502 

2 0 

1,171 

220 2 

49 6 

0 7 

Bljapur 


30,749 

3 2 

2,877 

216 1 

28 4 

2 2 

Bharffar 


00,279 

3 4 

1,742 

213 5 

37 7 

1 1 

Kanara 


29,280 

1 4 

303 

210 5 

67 7 

0 8 

Kolaha 


40,669 

1 6 

494 

253 6 

75 3 

0 7 

Eatnagirl 


56,193 

1 3 

338 

189 8 

76 62 

0 46 

Bombay Suburban Blstrlctand 
Bl^■lsion 

3,405 

1 2 



87 01 


Hj derabad 


4,400 

3 6 

1,989 

377 6 

19 7 

9 04 

Karachi 


4,017 

3 4 

1,222 

366 2 

24 7 

7 5 

Larkana 


20,272 

2 0 

1,890 

330 9 

41 9 

3 9 

KoTyabshah 


6,006 

2 7 

2,235 

370 4 

22 2 

8 8 

Sukkur 


20,024 

3 9 

900 

320 3 

53 0 

1 7 

Thar Parker 


0,864 

3 7 

4,130 

309 1 

13 9 

8 3 

Upper Sind Frontier 


1,030 

3 1 

1,425 

605 07 

14 7 

20 4 
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tntorinatlon obtained from recent settkraent 


District 

r 

TilnKi, 1 

Jfalnl or 
IVUu 1 

Cl ivsof 1 mil 

Ye ira to 
wbkb flanres 
relate 


Area sold 

Aacrage 
asicssim nt 
per icto 

1 

O 

‘ i 

t 


”> 

0 



1 



\ . 

It- a p 

tinned lb ul , 

■' in ind If lb il 

Dri iroji 

JOIC to 1022 


OOl 19 

19 0 

1 

1 

! 

nice 

Do 


HI 11 1 

4 4 11 

t 

1 

llivd 1 

Do 


12 1 

2 0 5 

! 

L’rintlj 1 

I)r\ Clop j 

1 

1010 17 

1021 22 

to 

1,8 1', 31 

] 8 0 


^foil m 

1 

l)r\ croji j 

1017 18 

1921 22 

to 

117 20 

2 1 ! 

ranch AI link 

11 del 

Dn crop 

1910 21 


o8l 10 

1 1 7 



Klee 

Do 


in C 

2 1 10 


Kiilol 

Dr\ croji 

1910 21 


277 20 

1 10 1 



It lee ' 

Do 


u5 28 

3 13 1 


Jb ilod 

Dr\ crop 

101 It 20 

1021 .4 

to 

J 1 ’) ”> 

1 2 C 



Kkc 

Do 


7 

1 8 0 


Dob id 

Dn tn|> 

Do 


OaO 1*> 

1 ! 4 



It lee 

Do 


12 0 

2 0 2 

Hum 

Bbiii and i 

Klnrli 

Mivd 

1921 22 

1022 2 j 

Do 

to 

280 21 

2 fill 20 

4 11 

2 0 7 



M irKa'- 

Do 


,,8 20 

n 0 7 



&nlt 

Do 


77 21 

2 5 7 


Knh an 

Ivlnrlf 

Do 


fil 11 

3 H 1 



AFiNcd 

Do 


1 OjO oO 

2 0 



iitKaa 

Da 


19 l^i 

0 12 U 


Jfurl id 

Kbirif 

Do 


21 0 

o 12 2 



MWed 

Do 


l.tfiS 0 

1 5 5 



Warl ns 

Dn 


o2 0 

0 4 8 

I’oon \ 

MnKbi 

Rico 

Dn crop 

1919 20 

1024 2'. 

Do 

U 

4 38i 

38J ')J 

2 11 8 

0 ! 2 

lA‘'t Klmidesti 

Chalkr ion 

Dn crop 

1911 24 


17,070 11 

0 13 1 



Garden 'Mot.iF 
tlnl 

Do 


121 38 

10 5 



Trrinati d b\ 
ciml 

Do 


lo5 20 

1 1 2 


Iciri, lollowcd !>} qiierj (’) ire tlio \cnrs of tlic«prcj’ iritien of 

1 iirurcsnnrKcU « itli (•) refer to 
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APPENDIX 


Informition obtained from recent Bcttlcment 


District 

ialulv i, 
Jlabal, or 
Petln 

Ohssof land 

Years to 
which Dgiircs 
relate 

Area sold 

A\crage 
asscs'^ment 
per acre 

1 

2 

d 

4 

O 


0 





A 

iT 

Rs a p 

West Klnndesh 

Sindlilthcd 

Dry crop 

1019 21 

5,223 

18 

16 7 



Garden 

Do 

211 

30 

1 10 0 

Hatnagin 

IClied 

IQianf 

1915 25 

22 

12 

0 10 



Mi\cd 

Do 

923 

10 

0 6 4 



Warkas 

Do 

CO 

22 

0 2 8 

Satar i 

Satara 

Drj crop 

1917 22 

1,358 

18i 

16 9 



Garden Pnta‘ 
tlial 

Do 

30 

lOi 

5 4 5 



Itico 

Do 

8 


5 14 0 

Klianapur 

Drj crop 

Dr\ crop 

1913 23 

5,044 

33 

0 8 0 



Garden Patas 
tlial 

Do 

227 

27 

18 7“ 


ICarad 

Dry crop 

1914 23 

7 

24i 

3 12 7 



Garden Patas 
tlial 

Do 

40 


5 17 



Ilice 

Do 

0 

4 

0 5 0 


Pa tan 

Dry crop 

Do 

1,429 

37i 

0 12 0 



Garden Motas- 
tlial 

Do 

C 

10 

2 14 1 



Garden Patas 
tlial 

Do 

15 

19 

3 10 0 


■\\abva includ 
in" Shirola 

Kico 

Dry crop 

Garden Motas 
tlial 

Do 

Do 

Do 

84 

3,474 

143 

30i 

Si 

9 

2 6 5 

2 5 11 

2 12 4 



Garden Patas 
tlial ~ 

Do 

40 

30 

4 2 4 



llice 

Do 

30 

39i 

2 9 10 

Kol iba 

Alibag 

Sneet Kli"rii 

Do 

680 

21i 

0 7 11 



Do^ and 

Warkas 

Do 

1,575 

321 

2 10 0 



Warkas 

Do 

288 

a 

0 8 3 



Rabi 

Do 

139 

li 

1 15 2 



Garden 

Do 

257 

381 

9 4 9 



Salt Wiarif 

Do 

866 


3 7 6 



Do and 

sweet kliarii 

Do 

9 

191 

'5 lo 7 



Salt mixed 

Do 

12 

231 

2 7 3 


Years XoUo'wcd by query (’) are the years of the preparation 











report's 


Tntormation obtained irom prc\ ions Ecttlcment reports 


Vvcrage 
selling price 
per acre 

Class 01 land 

Years to 
which figures 
rebte 

1 

Aren sold j 

1 

Alorage 
assessment 
per acre 

Avenge 
selling price 
per icre 

7 


8 

9 

10 


11 

12 


Its a 

1> 



A 

a 

0 

E- a p 

Es , 

1 

138 5 

9 

Kot kiionn 

1892? 

1,309 

0 

10 2 

23 5 

7 

2(1 8 

0 








1,021 9 

5 





1 



00 15 

11 






i 


55 2 

7 

Not kno^ n 

1 

1894? 

10,109 

0 

0 14 0 

i 43 n 

<» 

151 13 

8 

i 

Kotkno^\n 

1892? 

385 

1 

0 

! 1 

1 1 n ‘1 

1 71 15 

11 

735 0 

4 




j 

1 



120 10 

0 








42 8 

8 

ICot knoM n 

1890’ 

1,300 

0 

0 12 10 

I 23 12 

11 

159 4 

10 





i 



928 15 

8 

Kot known 

1893? 

333 

0 1 

1 

2 17 

113 5 

7 

904 13 

7 


1 

1 


1 

1 




60 0 

0 





1 



122 13 

1 

Not known 

1803’ 

325 

0 

1 14 1 

07 9 

4 

371 a 

0 





1 



749 11 

0 





J 



188 12 

10 


1 



t 



222 7 

8 

Not known 

1894? ! 

435 

0 

2 2 3 

86 12 

5 

460 12 

0 


i 






817 12 

10 

! 







652 7 

8 








531 2 

4 

1 

1 Hire 

1892’ 1 

GO 

0 

4 8 0 

178 9 

7 

203 4 

0 

1 Bo inU AV'irk'ib 

1 

Bo 1 

1 

57 

0 

2 14 1 

124 4 

3 

02 2 

8 

IVarkaB 

Do 

60 

0 

0 8 11 

37 12 

6 

198 5 

3 

Rabi 

Do 

3 

0 

10 0 

100 10 

8 

705 0 

5 

Garden 

Do 

15 

0 

5 4 3 

190 14 11 

308 10 

8 

Do and Warkas 

Do 

3 

0 

9 10 8 

660 10 

8 

273 7 

0 








244 0 

11 









of the settlement report from 11111011 the flfeuroBlnicbcentaKcn 
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APPENDIX 


[nfonn ition obtained from recentsettlement 


District 

TalnKa, 
Jfahal, or 
Petha 

Cla'-sofland 

Years to 
Mluch figures 
relate 

Areas 

old 

Aierage 
assessment 
per acre 

1 

2 

i 

i 

5 


6 





A 

g 

Its a P 

Kolaba — eonUl 

Eoha 

Sneitkliarif 

1010 2'. 

330 

9i 

5 15 2 



Warkas 

Do 

321 

lli 

0 3 11 



Kharil and 
dr\ croiis 

Do 

1,244 

17 

2 10 1 



Salt klmrif 

Do 

27 

20i 

3 S 0 



Rabi 

Do 

83 

20 i 

1 10 5 


Pen 1 nclud 
inj,' Ifaso 

thna 

TClinrif 

laharii and 
Warkas 

1912 21 

Do 

1,083 

1,351 

2 

3i 

4 0 7 

2 2 0 



Warkaa 

Do 

374 

07i 

0 10 7 



KabI 

Do 

15 

33J 

1 15 2 



Saltandkharif 

Do 

39 

2 

4 3 6 


Yi.nr8 followed bv nncrj (?)are the j ears of the preparation 
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V — condd 


reports 

Information obtained from previous sottlem ent rtport s 

A\erage 
selling price 
per acre 

Class of land 

1 

Yeats to 
which figures 
reiate 

Area soid 

) 

Average I 
assessment i 
per acre | 

Average 
seliing price 
per acre 

7 

8 

i ^ 

10 


11 1 

12 

Rs n p 



\ 

A 

g 

Rs a p 

Rs a p 

498 5 11 

Rice 

1890’ 

' 173 

4 

4 4 11 

86 7 9 

31 1 5 

Warkas 

Do 

17 

10 

0 4 0 1 

4 14 10 

197 1 3 

Rice and IVarkas 

Do 

' 204 

o 

2 15 7 ’ 

43 7 11 

431 1 3 i 

1 

' ' 

( 



. 


134 4 4 

i ! 

1 





329 4 0 

Notknouu 

1891 

257 

0 

/ 

2 7 0 

90 13 2 

112 5 0 





* 

! 


42 8 10 

! 




i 


121 4 2 

1 



1 

, 


203 12 0 





1 

- 


ot t\io settlement report from whirU the flguicsln\e been tikcii 


MO Y 5 — 19 
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APPENDIX Y1 


Joint Slock Banks Worhing m the Province 


Serial 

Name of Bank 

i 

Offices in the Province 

No 

Number 

IVhtrc situated 

1 

Ajodhia Bank''' 

1 

Bombat 

2 

VlHliabed Bank'" 

1 

Bonibnv 

3 

Bagalkot Commereinl Bank 

1 

Bagalkot 

1 

Dank of B'lioda’*' 

3 

Bombay , Ahimdabad and 
Suiat 

5 

Bank of Bai&i 

1 

Barsi 

0 

Banares Bank'' 

1 i 

Bombay 

7 

Ccntial Bank of India 

7 

Bombay, Alimedabad and 
Karachi 

s 

Dhaiwai Banl 

3 

Dharwar, Gadag and 

Hnbli 

9 

Frontiei Banl ''' 

o 

Bombay and Karachi 

10 1 

Bank of Indi i 

5 

Bombiy, Alimedabad, 

Poona and Bandra ’ 

11 

IndusWnl Bank of \\ estun India 


Bombay and Alimedabad 

12 

Industrial and llortgage Loans, Ltd 

1 1 

Sholapui 

13 

Jam Bank 

I 1 

Ahmedabncl 

14 

Jaalalvshmi Banli 

1 1 

Dharaar 

13 

Kainatak Industrial Dan). 

1 

Dlianiar 

10 

Lyallpur Bank'" 

2 

Bombay and Karaclii 

17 

Madhwa Bank 

1 

Dhnny ar 

18 

Bank of Mon i 

1 ; 

Bombay' 

10 

Manokchonk Vjapar Uttejak Coy 

1 1 

Alimedabad 

20 

Nanmunal Naraindas &, Co j 

5 j Bonibaa, Karnthi, Hader- 

^ abad, Shikarpur and Suk- 

, kill 

21 

People’s Bank of 2^orlhcrn India*’' 

1 

Kaiathi, Shikarpur and 
Sukkur 

22 

Punjab National Bank''’ 

3 

Bombay , Karachi and 
Hyderabad 

23 

Union Bank of Bijapui ind Sliolapui 

O 

Bignlkot, Bijapui 

24 

Union Banl of India 

1 

Bombay 

25 

Vatandai Bank and Commercial Agcnca 

1 

Dhatw ar 


Rcgi&tcrecl outside the Pioiintc of Ponibn-i 
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APPENDIX VII 

Specimen poems of hcndis, peomissory notes and deposit receipts 

OOMMONI-Y USED IN THE PEOTINCE 


No I 

Darsham Hundi > 

At Bombay Shetb please accept salutations of the ivriter Shetb 

from IVo have received here Rs (1,000) one 

-thousand only from Shoth ' ♦ Please pay to the presenter at sight 

and debit the same to our account Please pay the double of five bundled, viz , one 
thousand only, per rules of the' Bombay Shroff Mahajart 
Dated the 12th darkday of Bhadrapad Samvat year 1985 

Rs 1,00() (Signed) 


No 2 

Shahjog Hundi 

At Bombay Shetb please accept salutations of the vTiter Shetb 

^from . We have received here Rs 1,000 

from Shetb . Please pay the presenter on demand as per i ules 

of the Bombay Shroff Jlahajan after assuring youiself that the presentei is a Shah 

Dated the 12tli daikday of Bhadrapad Samvat jear 1985 
Rs 1,000 (Signed) 


No 2A 

Shahjog Hundi 
P H S , Dholka 

* Bow TO Shri Ganpsh 

To ^worshipped and worthy of all eulogy, 

at blessed by the goddess of wealth, the great and auspicious place, 

address Written from Dholka by P H S from whom please 

accept salutations To wit Pay at once on leceipt of this hundi to its holder 
according to the custom of hundis after ascertaimiig his residence with full address 

Rs in woids rupee8_ .double of half the 

sum. — on behalf of. of this place for value 

received The pioof f oi tins hundi is that we shall write to you about it in a letter 

Th e ofSamiat 198 corresponding to 

the 10 Written by 


( 
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INDEX 


(The figures refer to pages.) 


AGRICULTURE 

Crops : 

Marketing of, see under klARKETING 

Percentage of area occupied by various, to the total gross cropped area, 15 
Depaetsient or, 62, 74, 81, 86, 112, 130, 245 

Factoks on which the success of, depends 

Cultivation, 12 
Holdings, 13 4, 274 
Irrigation, 11 
Rainfall, 10, 30 
Soils, 9, 30 

Fikanoe for, see under CREDIT FOR CURRENT AGRICULrURAL NEEDS 

Peohece , 16 7 
Value of, 17 

Royal Comnssiox on, in India, 5, 57, 70, 79, 80, 87, 91, 92, 100, 155, 177, 178, 187, 
188 

Agbicui/torists’ Loans Act, 1884, see under TAGAVI 

Ahmedabad Talukdars Act, 25 

BANKS 

Co operative, see under CO OPERATION 
Exchangf 

Ale not required to be registered in India, 210 

Business of, chiefly confined to financing the foreign trade, 32, 120, 121 
Considerable increase in the deposits received by, in India, J32 
Indian branches of, also do ordinaiy banking business, such as receiving deposits 
from the public, 32 

Imperial Bank or India, see also under REMITTANCE 

Agreement mth Government, 141 
Branches of, 31, 234 6 
Capital, 29 30 

FormaUon of, under the Act of 1920, 30, 221 
Methods and extent of financing tiade by, 31 
Operations of, 31, 236 

Relation of, with Indigenous Bankers, 200 3 

Should adopt a progressive policy for the promotion oi banking, 146 
Indigenous, see under INDIGENOUS BANKERS 
Joint Stock 

Assist materially in financing the internal trade, 33 

Assistance rendered by, for the finance of agriculture and small industries, is insigni- 
ficant, 33 

Failure of, since 1913, 219 
Jio Y 5 — 21 
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BANICS — contd 


INDEX 


Joint Stock — contd 
List of, orking in the Province, 2S2 
Number of, logistered under the Indian Companies Act, 32 
Operations of, 33 

Land Moetoage, see under that head 
Peivate, Registered in the ProMiico, 29, 33-4 
Swings, Post OxncF, 221 3 

Banking ' * 

Indigenous, sec undei that head 
Legislation, need for, 219 
Scope for oiganizcd, 116 

Boaed 01 Economic Enquiey 

Sotting up ot, as early as possible, as recommended by the Roj al Commission on 
Agriciiltiuc, 5, 237 

Bombay Cotton Conteacts Act, 1922, 108 
Bombay Cotton Maekets Act, 1927, 113 
Bombay Riots Comyiittee, 1920, 216 
Censcs Retoet, 1921, 14, 20, 23, 34 
Cheques, see under CREDIT, INSTRUiMENTS OF 
Committee on Ageicultutal Ceedit, 1922, 124 
CO-OPERATION 
Banks 

Centeae 35, 36, 170, 172, 174, 176 

Co operation of, for borroiving or lending locally, is not necessary, 176 
Co ordination of, 174 
Relations mth the Provincial Bank, 172 
Concessions to, necessary, reasons ivliy, 1767 

Relations of, nith the Imperial Bank, 177 S, see also wndcr REMITTANCE 
, vith other banks, may bo said to be friendly, 177 


Deban 

Operations of, should bo limited to the financing of then indiA idual members, 166 
Dep^aetment, 70, 85, 86, 87, 161, 162, 164 
Education, 158 , 

Finance 

Centralisation of, advantages claimed foi, 173 

Proposal for, made in Sind, but not favoured by the Committee, 173 4 

Movement 

Grovth of, 156 
History of, 165 
Need foi extension of, 70, 137 

Peovincial Co opeeative Bank 
An apex bank for the piovince, 36, 89, 170, 172, 

Branches of, 172 3 ' 
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CO-OPERATION — contd 

Peovincial Co opekative BA^'K — contd 

Co ordinat'on bet■^^cen central banks aiid, 174- 
Debontures of, 88 9, 171 
Pinancial position of, 171 
History of, 170 1 

Relations of, mth central bank'-, 172 
PEOvnrciAii Co opeeative Institdtf, 1 74 

Registeae oe Co opebath'E Societies, 86, 86, 126, 112 
Societies 

Agricultural, 36, 86, 117, 166-7, 162 
Depressed Classes ’, 167 
Factory uoikers 166 7 
Grant of taga\i tbiough, 66, 85 6 
Landholders ’, 160 
need for separate, 160 
Land Improvement, 168 

Loans by, should be advanced in instalments, 160 

Normal credit statements, need foi introduction of, 158 0 

Organisation of new, 162 

Prospects of, 168 9 

Salary earners 166 

Sale, 111-3 

Supervision of, 161 

Urban, 164 

Weavers’ , 136 

Cottage Iedusteies, sec under INDUSTRIl'fc 
Cotton, see under klARlvETING 

CREDIT 

Consumee’s, 126 

Instetoients or 
Bank drafts, 147, 148 

Cheques 

Acceptance of, in pajment of land revenue, etc , 148, 232 4, 246, 254 
Amendment of the law relating to the negotiability of, 14b 0, 246 
Bearer, 148, 246 

Introduction of, for savings bank accounts, 234, 254 

Stamp duty on, removal of, has given an additional impetus to the use of, 147, 
232, 264 

System of advancing loans by co opcintivo sccieties by mean'’ of, 160 
Vernacular scripts, need for use of, 220, 232 3, 254 

Huneis 

Bill of exchange and, points of resemblance and difieience betw een,''149 50 
Darshani, 122, 149, 151 

Discount market for, cieation of a, need loi, 153 

Measures for popularising dealings in, 162 

Mudati, 149, 151-2 

Rates of, 195 

Specimen forms of, 282 3 

Stamp duty on, abolition of, proposed, 162, 246 

Usages governing, transactions difier consideiablj, 150 

, Standardisation of, need for, 150 1 

Tiade Bills, 120, 122 153 4 
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INDEX 


InTEBMEDIATE and SnOBT-TEBM 

for Ourront Agricultural Needs 
Agencies lor 

Agriculturist money lendei , C3 
Co operative Societies, 04 
IViends and relatives, CG 

Government, 04 5, 71 (For dc'ai’"! nea under TAG AVI) 

Joint stock banks, GO 
Landlord, 0 1 
Merchants, 65 
Sowenr, 03, 70-1 

Defects of the present system, 08 9 

Problem of , 

in, Aboriginal tracts, 70 7 
, Canal areas, 76 6 
, Famine tracts, 73 4 

Suggestions foi the improienient of the prebcnt sjstcm, 09 71 
Terms 

Period Of loan, 68 
Rates of interest, 00 8 
Security, 08 

Long tebm 
for 

Debt Redemption, see under INDEBTEDNESS 
Land Improvement, see under that head 

Darling, klr , 38 

Deccan Riots Commission, 1875, 38 

DEKKHAN AGRICULTURISTS’ RELIEF ACT, 179 81, 183, 185, 180, 187, 189 

Arthur Commission, 179, 181 
Has failed in its objects, 181 
History of, 179 
Opinion about, 180 

Should bo repealed and a now enaolmeiit should bo pissed, 181 2 
Working of, 180 

Dow, Mr H , 1 C S , 95 

Department of Education, 09 70 

Department of Industries, see under INDUSTRIES 

Bast India Colton Association, 108 

EXCHANGE BANKS, see under BANKS 

FACTORIES, see under INDUSTRIES 

Famine Commissions, Indian, 1880, 38, 179 , 1901, 38, 179 
Fanune Insurance Fund, 74 

Government Securities, 227 8 
Han, 59, 78, 94 

Hilton Young Commission, 233 
HIRE-PURCHASE 

Institutions, close co operation and co ordination betucen, needed, 127 
System, mainly confined to big cities and town':, 120 

HUNDIS see under CREDIT, INSTRUMENTS OF 

IMPERIAL BANK OF INDIA see under BANKS 

IMPERIAL BANK OP INDIA ACT, 269 
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INDEBTEDNESS 

Causes or 
Ancestral debts, 47 

Decrease in the number of better class of money lenders, 48 
General, 47 
Improvidence, 48 

extravagant expendituie on ceremonials, 48 
Lou income from agriculture and lou repaying capacity, 79 
Purchase or lease of land at heavy prices, 48 
Unproductn e purposes of debt, 52 3 

DrBTS 

Object of, 49 

Eedemption of old, 54, 55, 57, 58 
Schemes for, proposed since the nineties of the last centui’y, 88 

, starting of an Agricultural Bank on the Egyptian model, 88 

, debentures issued by the Provincial Bank, 88 9 

, interest on, guaranteed by Government, 89 
, Land Mortgage Banks, 89 (for details see under that head) 

Total, 42 
Effects or 

Transfer of land fiom agriculturists to non-agriculturibts, 60 
^Instances of, 62 
Statement showing, 61 

Loaf,s 

Sources of 
Agiiculturists, 64, 

Co operative Society, 53 4 
* Eriends and Relatives, 53 4 

Goi enimont, oce under TAGAVI 
Landlords, 53 4 

Lloney lenders, 53, 54, 67, 214 5 
Terms 

Rates of interest, 65 
hea\iestin Sind, 55 ' 

Security, 66 7 

Personal, m case of small loans, 56 
Volume or 

Difficulties of framing a reliable estimate of, 3b 
in tvo villages of Khanpur and Sajod, 48 50 
Indlak Centeal Cotton Committee, 100, 101, 102, 109 
Indian Cosipanies Act, 219 
Indian Industbial Cosimission, 138 
Indian Mekchants’ Chasibee, Kaeaciu, 150 

INDIGENOUS BANKERS ' 

Associations of, 195 

Central Association of, suggestions for the constitution of, 206 
Internal trade nlostly financed by, 34, 200 

Linking of, with the Central Banking Institution, scheme for, 204 5 
Humber of, 195 
Operations of, 196 9 

Registration of, 185 6, 205 , 

Relations of, with the Impeiial Bank and Joint Stock Banks, 200-3 

INDIGENOUS BANKING 

History of, 192 4 
Organisation of, 194-5 
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INDUSTRIES : 

CoTTAGr 134 0 
Cotton hand spinning and hand -ntaMiig, IJl 
Daiijing, 13r> 

Oflierpart time oceiipatioiis, )ist of, 130 
DcrAPTMEM 01, 130, 131, 132, 130, 138, 119, 240 

Fj8A80r J OK 

E\ihting credit ngci’iits for, 13l> 7 
Industrial Banh ined for an, 13b 
iStatc lid to Industries Act, propo'-cd, 13D HO 

Lahof feOALi 

Eactoncs - 

Bomhaj Cits, most imiioitant indiislnal citj in the Brosintc, basing largcht 
number of, 17, 128 
Cosernment, 128 

Bnsato, niiiubci and di--tnbiition cd, 128 
fesiAir fsCAEF 

Brass and Coppei Vc'-'.cl Indtislrs, 1 12 1 
OrganisatKiii of 131 
Gold and bilscr Tint ad Indti^tis, 1 11 2 
Organisation of, 131-2 
Handloom Wcasing, 120 31 
Organibation of, 129 30 
Brass backs of the existing, 130 
biiggcstions for the iniproscnii'iit of, 130 1 
District Iiidiistnal A'-sotiation, tbtablnhriicrt of, on a eo O] cratisc ba'-ir, 
proposed, 131 ^ 

l8D0bTKIAL Ba>K 

Establislimcnt of, need foi, 138, 214 

I^DUSXEIAL Lo\^s Act, 1 10 

INSOLVENCY ACT 
Administration of, crinjilaints iboiil, 187 
Prcsidencs Toss ns, 1000, ISO 7 
Prosincial, 1920, ISO 

llnral, enactment of a simple, ns pro]io‘-rd bs tin Bosnl t cmini'-sion on Agricnitiiic, 
187 8, 270 

INSURANCE 

Cattle, 229 
Crops, 229 
Compamc®, 220 iO 
Life, 228 

INVESTMENT TRUSTS 

Foimation of not a piactici 1 pioiioMtioii lu India, 227 L*’ 

In other countries, 227 

Jam, Dr , 193 

JOINT STOCK BANKS See under BANKS 

Kejnes, Mr J il , 30 
Khata, 197 8 
Specimen form of, 284 

Klioti Settlement Act, 1880, 20 
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LAND IMPROVEMENT 

Cultivation, intensive, 79 
Schemes of 
Eenemg, 81 
Societies, 168 
Irrigation 
Canal, 80 

Phad system of, 80 
Well, 81 

Labour savmg agricultural machinery, need for introduction of, 81 

SOXmOES Off PlNiffTOE ffOR 

Co operative Societies, 85, 86, 168 

Government See under TAGAVI 

Joint stock banks play scarcely any part, 82, 89 

Landlord, generally in Sind, 82 

Sowcai, 82 

Charges a higher rate of interest than that in case of loans for current agri- 
cultural needs, 82 

LAND IMPROVEMENT LOANS ACT See undei TAGAVI 

LAND MORTGAGE BANKS 
Advantages of, 89 90 

Debemurfs 

Central Organisation for issuing, need for, 92 3, 241 
Initiation for starting, should be taken by Government, 

Issued by the Provincial Bank, 88 9 

Principal and interest should be guaiantced by Government, 93 94, 241 
Should rank as trustee securities under the Indian Trusts Act, 94, 241 
Foreclosure, poner of, is not recommended, 119 20, 241 
Joint Stock as distinguished from Co operative, 97 8 
Separate Organisation for Smd, 94 5, 241 

Land Revenue Code, 27 
LAND TENURE 
Bhagdart 25 6, 191 

Chiefly prevalent in the district of Kaiia, 25, 191 
Distinguished from Ryotwari tenure, 25 6 

Iham 24-5 
Classification of, 24-5 

Khoti 26, 191 ' 

Prevails in Salsette, Kolaba and Ratnagiri, 26 

Narvadari 26 6, 191 

Confined to Broach, 25, 191 
Bhagdari and, difference betivecn, 26 

Ryotwart 
Definition of, 24 

Land in this Province, outside Smd, is mostly held on, 24 

Mam feature of, is the permanent right of the occupant to hold Lis land, 24 

Taeul-dari 25, 190 1 

Principally found in the Ahmedabad district, 25 
Tenaroy 27 

An agricultural tenancy, in the absence of -ny other tenancy, is presumed to be 
annual, 27 
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LAND TENURE — contd 

TrKUECs in Smd 20-7 
Ordinary tenure is tlie full survej' tenure, 20 
Peculiarities of, 20-7 

5V-ATAN 25, 191 

L~mB VALUES 27-8 

Considerable rise in, during the last thirli \cars, 27 
Causes of, 28 
Statement of, 270-281 

Maclagan Committee, 155 
Maclagan, Sir E , 38 
Mann, Dr H H , 40, 210 1 

MARKETING 

J 

Ceofs 

Export 

COTTO^ 

Agriculturists prefer to sell, in thcMllago, icasons uhj, 102 3, 107 
Investigations conducted by the Indian Ccntnl Colton Committee into llie 
marlvcting and finance of, 100, 101, 102, 109 
Methods of sale, 101 

Middlemen, diagiam shou ing the number of, through uliom cotton passes fiom 
tiio gro\ or to the mill bu\cr oi cvportci 101 
Sale societies, 111-3 
Value of, 10 7 

Tobacco 

Methods of sale of, described, 103 4 

Nadiad and Nipam arc the tsso principal centics for the srlc of, 103 
Value of, 10 7 

Whtat 16, 10 7, 103 

Area under, 16 
Value of, 10 7 

Food 

JoTvar, 16, 104 
Aiea undei, 16 
Paddj, 16, 104 5 
Value of, 10-7 

Peeishable 

Sfango, 105 
Methods of sale, 105 
Sugarcane, 100 7 

Ahmednagar and Poona aie the most imjiortant districts for, 100 
Methods of maiketing, 100 
Value of, 10-7 

DxrncuLTiES or 

Additional charges the producer has to pry in some markets, 109 
Adulteration and other malpractices followed bj middlemen, 107 
Insufficient storage facilities, 108 

Lack of means of conimunication and difhcultics of transpoit, 107 

Paucity of fruit preserving concems, 109 

Use of false •sv eights and measures in backward creas, 109 

Variety in Weights and mca«iires thctprei 'ils not onl-\ in different districts but 
even in one and the same district, 109, 
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MARKETING — contd 
' T'INA^OE rOB 114 G 
Midblejien 

Fmance lor, 115 ' 

Number of, 101, 110 

Part played by, in marLeting, 110 1, IIG 
Practices folloived bj , 107-8, 110, 111 

Pools 111-2 

Do not appear to be practical propositions. 111 
Sale societies and, 111-2 

Warehouses See under that head 

Weights Ai<n Measufes 
Standardisation of, 109 

Need for early provincial legislation ■nith caution for, 109 
Use of false, 109 
Variety in, 109 

Marrets 

Organisation of, 113 
Markets and Faers Act, 1860, 99 
Mehta, Sir Lalubhai Samaldas, 88 

Midelemlh See under MARICETING 

MONEY-LENDERS 

Business methods of, 63, 208 9, 214-6 
Classification of, 207 
Difficulties of, 214 

Generally do their busmess u ith their oira capital, 35 
Have hereditary connections ivith agriculturists, 36 
Licensing of, 184 5 

Loans advanced by, both in cash andinkmd, statement showing, 212 3 
Most prominent agency for financing the agricultural industry in rural areas, 34 
Rate of interest on advances made by, 63, 209-13 
Regulation of accounts of, 185 6 

Pathan 216-8 

Generally advance to people uho have practically no credit, 217 
Methods of recovery by, being oppressive, are objectionable, 217 
Rate of interest charged by, is exorbitant, 217 

Remedies suggested to check wrongful methods of recovery resorted to by, 217 8 
Money-lenders’ Act, 184 5 
English, 184 5 
Mukerji, Mr R , 193 
Mukhtyar, Mr G C , 40 
Mortgages, 189 

Equitable, operations of, restricted to Bombay and Karachi, should be extended to 
other important commercial centres, in this Provmce, 189 
Naik, hlr V H , 84 
Negotiable Instruments Act, 154 
BiU to amend, 148 9 
Patu ardhan, Mr R W , 40 
Pawn-shops, 120 

Suggestion for, run by Government or Co operative Societies or Pawn-brokin<T Com 
panics, not approved, 126 ° 

Post Office Cash Ceitificates, 223 4 
Rate of Intel est on, comparatively high, 223-4 
Rates for a certificate of Rs 10, 223 
Sale of, figures shoWmg, 223 

MO Y 5 — 22 
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Post Oflico Savings Banks, 221 3 
Deposits in, 222 

One of the oldest and most important agcm ICS created for encouragement of thrift 
and attraction of savings, 221 
Postmaster General, 222 
Posts and 'J’eltgraphs Dcpvrtment, 221, 222 
Promissory Note 108 
Specimen Form of, 284 

PROVINCE OF BOMBAY— GENERAL FEATURES OF • 

loiucuLTOEL See Under that head 

BaMvS See under that head 

Fco^o^Iro CoMiiTios or 

Boanl of Economic Enquin, proposed, o 
Economic data collected but not collated, G, 2 57 
General, 22-1 47, 131 

Improvement in, of tbo agriculturist and in liisircdit is bound up laiTrdv with the 
development of and the proirress of the Co operative Movement, 7{> 

Paiicitv of materials regarding rural, 1 

IM)L stut I S See under that head 
Liteiacv , 8 
Occujiations, 7, 21 

\giicultiite, the most important, 128 
Part time, need for, 128, 134 

Plivsical features and olinute, 7 8 
Population, (t 

TnACTTS . 

Division of the Province into ten, >l'i 10 
Aborigiri tl, 70 7 
Canal, 7 > C 
Famine, 73 1 

TnANSronx 

Ports, 20 
Railvtovs, 22 
Roads, 21 22 

Tradi See under that head 

Provident bunds, 228 
Public Debt Ollice, 31, 227 

Openinc of, at Ivarachi and Ahntedabad, recommended, 225 
Ran ide. Mi Justice, 88 
Ranade, Mr V G , 40, 210, 211 
Record of Rights, 188, 250 

Is a record of possission and not a record of title, in this Province, ISS 
Regulation of Accounts Act, 185 b 
Punjab, 1930, ISO 

REMITTANCE— internal 

AGE^CIES rOR 

Imperial Bank or Govenunent Treasuries, 1 11 2 
Demand drafts, 142 3 
Bates for transfers, 1 12 

ooncassional, for joint stock banks, 142 
Supply bills, issue of, 1 ll 2 
not a very prompt method of remittance, 141 
Telegraphic transfers, 142 3 
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BEMITTANOE— INTERNAL — contd 

Aoekoies toe — conid 

Post Office 
Insured letters, 142 
rates of, 142 
Money orders, 142 

rates of, rather high and not popular, 144 
Rill, transportation of currency by, 144 
cheapest means of transfer and a favourite method with indigenous bankers, 144 


Pacilities roE 

Extension of, need for, 144-7, 245 
to 

Co operative Banks, 141, 143-4 

Gomplamts of, about difficulties put m their iVay by branches of the 
'Imperial Bank, 145 
Concessions to, 142 
Curtailment of facilities to, 144 
Need for restoring concessions i\ ithdrawn, 144 5 
Pubhc, 145 7 

Existing facilities of supply bills should he extended, 145 6 
Imperial Bank should adopt a progressive policy, 146 
Post Office should reduce rates for money orders and insured letters, 147 
Resouice Jlanual, 141 

Bioyal Commission on Agriculture Sec under AGRICULTURE 

Royal Commission on Indian Currency and Finance, 1913, 30 , 1926, 141 

Shroffs See under INDIGENOUS BANKERS 

Sind Central Bank, 170 

Sind Encumbered Estates Act, 189 90 

Sowcar See under MONEY LENDERS 

State Aid to Industries Act, 139 40, 245 

Survey Settlement Act, 1803, 24 

TAGAVI 

AoEiotTETCEiSTs’ LoA^s AoT, 1884, 64 6, S3 
Defects of the system, 84, 86 

Lvkd Impeovejient Loans Act, 1883, 64, 82 6 

Figures of advances under, made from 1901 to 1926, S3 
Grant of loans through tho Provincial Co operatii e Bank, 85 6 
Peiiod of repayment, 83 

Purposes for which advances are made under, 83 
Rate of interest, 83, 88 
Scheme of, in Bijapur, 84 6 
Measures for popularising, 71, 80 7 
Polici'- of Government regarding the grant of, 64 5, 71 
Tata Industrial Bank, 138 
Tenants atwiU, 78, 94 
Thackersey, Sir Vithaldas D , 88 

TRADE 

Exteenae 116 

Financed chiefly by Exchange Banks, 31, 116, 120 

Inteenae 20 21, 114 6 ' 

Finance for 114-5 

Chiefly financed by Indigenous Bankers, llh 
Need for better financial accommodation, 123 
OrgaULsation of 114 5 
Existmg facilities inadequate, 114 5 
Need for better waiehousing facilities, 123 
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INDEX 


Seakokm 10 20 

Considemblo of tlie Province in Jndm’f., ]0 
Trade BiIIh, 120 2,153 4 

Tiaii'^port ;S'ce wilder Me PKOVTNC'K OF BOMBAY—GENERAL FEATURES OF. 
Treasurj Bills, 224 o, 23! 

USURIOUS LOANS ACT, 183 I 

Provisions of, 183 

Though vcij useful, cannot enf 11 dv replace the Dchklmn A"ricuUuri t Relief Act, 
ISi 

Wacha, Sii Uiiisha E , 88 
VvAREHODSES 

Advantage of, Im m the .accept vbilitv of R tilvvnv uccipt« .is a good (ollatcnl 
secuntj, 114 

Licensed, tlio establishment of, would benefit agriculture, trade and induNti v, 11 1 
Need for 2j 

Eailvv'aj s may he encoumged to eonstriii I, 11 i 
Wedderbum, Sir UiUi'nn, 88 

WEIGHTS AND JUD \SURES &'ec under M VIUCUTING 

Wingate, Captain G , 30 
Zemindar, Sind, 50, 78 01, 0.3 
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Adat\a 

Atlvi 

Bania 

Bazar 

Bliagdar 

Bhil 

Bund 

Dalai 

Dam dupat 

Darsliani 

Deslu 

DelJiadnaijog 

Devasthan 

Dliarekar 

Goni 

Gur 

Han 

Htmdi 

Inam 

Jat uiam 
Jahagirs 
Jarda 
Jowar 

Jokhami hundi 

Kallas 

Kapas 

KarlJiandar 

Kbata 

Kliatedai 

Kbot 

Mallad 
Man^ari 
March 1 
Mirasdai 
Mohag 

Mofussil 
MtinsifE 
Mndati | 
Narvadan 

MO "i 5 — 23 


GLOSSARY OF INDIAN TERMS 

'1 A commission agent or biokcr 
A measure of r eight of 200 lbs 
A trader ' 

A market 

A bolder of land under a ceitain tenure preralcnt in 
tho distncts of Ivain and Broach 

> An aboriginal tribe 
A dam 
A broker 

Ancient rule bj^ which interest could in no cube exceed 
the principal 

Payable on demand 

' Pertaining to the countrj Indian 
' Payable to bearer 
Pertaining to a temple 

A permanent tenanf in a L’loft \illagc lent paj- iblc 
by whom re limited to the suivcj’’ assessment 

A measure of weight of 290 lbs 
Jaggerj' , unrefined Indian sugar 
' A tenant at-will of a sew indar m Smd 

A written order made by one person on anotlici for 
paj-ment on demand or aftei a specified time of a 
specified sum of money to a person named therein 

A gift or grant, land held free of or at reduced 
assessment 

Personal tnavi land 
Grant of land from Govonimciit 
Tobacco leaf dried ind pow dered 
A millet {Avdropogon SorgJntm) 

Eitndi with msuranco policy combined 
Cotton bolls 
Seed cotton 

Owner of a Kar} liana or factor j entrepreneur 

An account 

Occupant 

A holder of land or village in the Konkaii under a 
special tenure 

The liiUy tract in the Ivarnatak 
A person from hlarwar , a money lender 
A member of an aboriginal tribe fiom Khandesh 
A privileged landlord 

Land frontage land on the outskirts of a zemindar's 
belonging in Smd 

Upcoimtry 
A sub-]udge 

Payable after a certain time 
A land tenure foimd m Ixaira and Broach 
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Palla 

Panchajat 

Ryot 

Ryotwan 

Saranjam 

Saldars 

Shalijog 

Shah 

Sheth 

Shroff 

So\rcar 

Tal 

Tagavi 

Taluka 

TaluLdar 

Vandha 

Wad 

Warkas 

Watan 

Watandar 

Zeromdar 


GLOSSARY OP INDIAN TEEMS 

A measure of ■weight of 240 lbs 
A committee consistmg usually of five peisons 
A cultivator 

A land tenure m which land is held permanently by 
the holder from Government on condition of pay- 
ment of land assessment as lived b}*- Government 

A kind of tnam 

An agricultural labourer engaged for the year 
Payable to a a respectable person 

A respectable person 
A great banker or merchant 
An indigenous banker 
A money lender 
A field 

An advance made by Government to cultivators for 
agricultural purposes 

A local revenue division of a district 
Holder of land on the iahildan tenure 
A dispute 

A field embankment 
Hilly or stony 
A service tnom 
A holder of tiafan land 
A landholder , in Sind a big landliolder 


BOMBAT PBIBTED at the GOVrEIIMEl»T CEKTBALPEESS 




